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The Dangers Which Confront Us 


THESE ARE OMINOUS DAYS 


By PRESIDENT FRANKLIN D. ROOSEVELT 
Delivered to Congress, May 16, 1940 


R. VICE PRESIDENT, Mr. Speaker, members 
of the Senate and House of Representatives: 
These are ominous days—days whose swift and 
shocking developments force every neutral nation to look to 
its defenses in the light of mew factors. The brutal force 
of modern offensive war has been loosed in all its horror. 

New powers of destruction, incredibly swift and ready, 
have been developed ; and those who wield them are ruthless 
and daring. 

No old defense is so strong that it requires no further 
strengthening, and no attack is so unlikely or impossible that 
it may be ignored. 

Let us examine, without self-deception, the dangers which 
confront us. Let us measure our strength and our defense 
without self-delusion. 

The clear fact is that the American people must recast 
their thinking about national protection. 

Motorized armies can now sweep through enemy terri- 
tories at the rate of 200 miles a day. 

Parachute troops are dropped from airplanes in large 
numbers behind enemy lines. Troops are landed from planes 
in open fields, on wide highways and at local civil airports. 

We have seen the treacherous use of the “fifth column” 
by which persons supposed to be peaceful visitors were 
actually a part of an enemy unit of occupation. Lightning 
attacks, capable of destroying airplane factories and muni- 
tion works hundreds of miles behind the lines, are part of 
the new technique of modern war. 

The element of surprise which has ever been an important 
tactic in warfare has become the more dangerous because 
of the amazing speed with which modern equipment can 
reach and attack the enemy’s country. 


21 Repusuics Are A UnNir 


Our own vital interests are widespread. More than ever 
the protection of the whole American hemisphere against 


invasion or control or domination by non-American nations 
has the united support of the twenty-one American republics, 
including the United States. More than ever in the past 
this protection calls for ready-at-hand weapons capable of 
great mobility because of the potential speed of modern 
attack. 

Let me analyze for a moment: 

The Atlantic and Pacific Oceans were reasonably adequate 
defensive barriers when fleets under sail could move at an 
average speed of five miles an hour. Even in those days by 
a sudden foray it was possible for an opponent actually to 
burn our National Capitol. Later, the oceans still gave 
strength to our defense when fleets and convoys propelled 
by steam could sail the oceans at fifteen or twenty miles an 
hour. 

But the new element—air navigation—steps up the speed 
of possible attack to 200 to 300 miles an hour. 

Furthermore, it brings the new possibilities of the use of 
nearer bases from which an attack or attacks on the Amer- 
ican Continents could be made. From the fjords of Green- 
land it is four hours by air to Newfoundland, five hours 
to Nova Scotia, New Brunswick and to the Province of 
Quebec, and only six hours to New England. 


BERMUDA BUT THREE Hours Away 


The Azores are only 2,000 miles from parts of our East- 
ern seaboard, and if Bermuda fell into hostile hands it is a 
matter of less than three hours for modern bombers to reach 
our shores. 

From a base in the outer West Indies the coast of Florida 
could be reached in 200 minutes. 

The islands off the west coast of Africa are only 1,500 
miles from Brazil. Modern planes starting from the Cape 
Verde Islands can be over Brazil in seven hours. 

And Para, Brazil, near the mouth of the Amazon River, is 
but four flying hours to Caracas, Venezuela; and Vene- 
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zuela but two and one-half hours to Tampico, Mexico; and 
Tampico is two and one-quarter hours to St. Louis, Kansas 
City and Omaha. 

On the other side of the continent, Alaska, with a white 
population of only 30,000 people, is within four or five hours 
of flying distances to Vancouver, Seattle, Tacoma and Port- 
land. The islands of the Southern Pacific are not too far 
removed from the west coast of South America to prevent 
them from becoming bases of enormous strategic advantage 
to attacking forces. 


Lessons oF Last Few WEEKS 


Surely the development of the past few weeks have made 
it clear to all our citizens that the possibility of attack on 
vital American zones ought to make it essential that we 
have the physical, the ready ability to meet those attacks 
and to prevent them from reaching their objectives. 

This means military implements—not on paper—which 
are ready and available to meet any lightning offensive 
against our American interest. It means also that facilities 
for production must be ready to turn out munitions and 
equipment at top speed. 

We have the lesson before us over and over again—nations 
that were not ready and were unable to get ready found 
themselves overrun by the enemy. So-called impregnable 
fortifications no longer exist. A defense which allows an 
enemy to consolidate his approach without hindrance will 
lose. A defense which makes no effective effort to destroy 
the lines of supplies and communications of the enemy will 
lose. 

An effective defense by its very nature requires the equip- 
ment to attack the aggressor on his route before he can 
establish strong bases within the territory of American vital 
interests. 


Army, Navy, Now First Rate 


Loose talking and loose thinking on the part of some 
may give the false impression that our American army and 
navy are not first rate, or that money has been wasted on 
them. 

Nothing could be further from the truth. 

Here are facts: 

In recent years the defensive power of our army, navy 
and marine corps has been very greatly improved. 

The navy is stronger today than at any time in the na- 
tion’s history. Today also a large program of new construc- 
tion is well under way. Ship for ship, ours are equal to, 
or better than, the vessels of any foreign power. 

And the army likewise. This may not be known but it is 
a fact. It is today at its greatest peacetime strength. Its 
equipment in quality and quantity has been greatly increased 
and improved. 

The National Guard and the reserve strength of the two 
services are better equipped and better prepared than during 
any other peacetime period. 

On the other side of the picture we must visualize the 
outstanding fact that since the first day of September, 1939, 
every week that has passed has brought new lessons learned 
from actual combat on land and sea. 

I cite examples. Where naval ships have operated without 
adequate protection by defending aircraft, their vulnerability 
to air attack has of course increased. All nations are hard 
at work studying the need of additional anti-aircraft pro- 
tection. 

Several months ago the use of a new type of magnetic 
mine made many unthinking people believe that all surface 


ships were doomed. Within a few weeks a successful defen- 
sive device against these mines was placed in operation; and 
it is a fact that the sinkings of merchant ships by torpedo, 
by mine and by airplane are definitely much lower than dur- 
ing the similar period in 1915. 


YEAR-O_p PLANES Out oF DATE 


Combat conditions have changed even more rapidly in 
the air. With the amazing progress in the design of planes 
and engines, the airplane of a year ago is out of date now. 
It is too slow, it is improperly protected, it is too weak in 
gun power. 

In types of planes we are not behind the other nations 
of the world. Many of the planes of the belligerent powers 
are at this moment not of the latest models. But one bellig- 
erent power not only has many more planes than all their 
opponents combined, but also appears to have a weekly 
production capacity at the moment that is far greater than 
that of their opponents. 

From the point of view of our own defense, therefore, 
great additional production capacity is our principal air 
requisite. 

For the permanent record I ask the Congress not to take 
any action which would in any way hamper or delay the 
delivery of American-made planes to foreign nations which 
have ordered them or seek to purchase more planes. That, 
from the point of view of our own national defense, would 
be extremely shortsighted. 

During the past year American production capacity for 
war planes, including engines, has risen from approximately 
6,000 planes a year to more than double that number, due 
in greater part to the placing of foreign orders here. 


For 50,000 PLANES A YEAR 


Our immediate problem is to superimpose on this produc- 
tion capacity a greatly increasing additional production 
capacity. I should like to see this nation geared up to the 
ability to turn out at least 50,000 planes a year. Yes, but 
I go further, I believe that this nation should plan at this 
time a program that will provide us with 50,000 military 
and naval planes. 

The ground forces of the army may require the imme- 
diate speeding up of last Winter’s program to procure more 
equipment of all kinds, including motor transport and artil- 
lery, tanks, including anti-aircraft guns and full ammunition 
supplies. As you know, it had been planned to spread these 
requirements over the next three or four years. We should 
fill them at once. 

And so at this time I am asking the Congress immediately 
to appropriate a large sum of money for four primary pur- 
poses : 

First, to procure the essential equipment of all kinds for 
a larger and thoroughly rounded-out army; 

Second, to replace or modernize all old army and navy 
equipment with the latest type of equipment; 

Third, to increase production facilities for everything 
needed for the army and navy for national defense. For it 
is clear that we require the ability to turn out quickly infi- 
nitely greater supplies. 

Fourth, to speed up to a twenty-four-hour basis all exist- 
ing army and navy contracts, and all new contracts to be 
awarded. 

[The above paragraph, the fourth point in the Presi- 
dent’s proposals, was omitted in the delivery of the address. 
At the White House it was explained later that the omis- 
sion was inadvertent, and that the text stood as written. | 
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Drvision oF $896,000,000 Grant 


I ask for an immediate appropriation of $896,000,000, 
and may I say that I hope there will be speed in giving the 
appropriations. That sum I would divide approximately as 
follows: 

1. For the army, $546,000,000. 

2. For the navy and marine corps, $250,000,000. 

3. To the President to provide for emergencies affecting 
the national security and defense, $100,000,000. 

In addition to the above sum, I ask for the authorizations 
for the army, navy and marine corps to make contract obli- 
gations in the further sum of $186,000,000. 

And to the President an additional authorization to make 
contract obligations for $100,000,000. 

The total of authorization is, therefore, $286,000,000. 

It is my belief that a large part of the requested appro- 
priation of $100,000,000, and the requested authorization 
of $100,000,000 to the President will be used principally 
for the increase of production of airplanes, anti-aircraft guns 
and the training of additional personnel for these weapons. 
And may I point out that these requests for appropriations 
and authorizations would be in addition to the direct esti- 
mates for these purposes in the other items requested. 

The preposed details of the appropriations and authoriza- 
tions asked for will be given to the committees of the Con- 
gress. 

These estimates do not, of course, duplicate any item now 
in the pending war and navy appropriation bills for the 
fiscal year 1941. Nor do they include supplemental or defi- 
ciency estimates which may become necessary by reason of 
pending legislation or shortage of funds under existing legal 
programs. 


THE CHALLENGE TO DEMOCRACY 


There are some who say that democracy cannot cope with 
the new techniques of government developed in recent years 
by some countries—by a few countries which deny the free- 
doms which we maintain are essential to our democratic way 
of life. That I reject. 

I know that our trained officers and men know more 
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about fighting and the weapons and equipment needed for 
fighting than any of us laymen; and I have confidence in 
our officers and men. 

I know that to cope with present dangers we must be 
strong in heart and mind; strong in our faith—strong in 
faith in our own way of living. 

I, too, pray for peace—that the ways of aggression and 
force may be banished from the earth—but I am determined 
to face the fact realistically that this nation requires also a 
toughness of moral and physical fiber. Those qualities, I am 
convinced, the American people hold to a high degree. 

Our task is plain. The road we must take is clearly indi- 
cated. Our defenses must be invulnerable, our security abso- 
lute. But our defense as it was yesterday, or even as it is 
today, does not provide security against potential develop- 
ments and dangers of the future. 


DEFENSE TuHaT Is Nor Static 


Defense cannot be static. Defense must grow and change 
from day to day. Defense must be dynamic and flexible, 
an expression of the vital forces of the nation and of its 
resolute will to meet whatever challenge the future may 
hold. For these reasons, I need hardly assure you that after 
the adjournment of this session of Congress, I will not hesi- 
tate to call the Congress into special session if at any time 
the situation of the national defense requires it. And the 
Congress and the Chief Executive constitute a team where 
the defense of the land is concerned. 

Our ideal—yours and mine, the ideal of almost every man, 
woman and child in the country—our objective is still peace 
—peace at home and peace abroad. Nevertheless, we stand 
ready not only to spend millions for defense but to give our 
service and even our lives for the maintenance of our Amer- 
ican liberties. 

Our security is not a matter of weapons alone. The arm 
that wields them must be strong. The eye that guides them 
clear, the will that directs them indomitable. 

These are the characteristics of a free people, a people 
devoted to the institutions they themselves have built, a 
people willing to defend a way of life that is precious to 
them all, a people who put their faith in God. 


Our National Safety 


LET US TURN OUR EYES TO OUR OWN NATION 


By COL. CHARLES A. LINDBERGH 
Delivered over radio, May 19, 1940 


people to have a clear understanding of the elements 

upon which our national safety depends. Aviation has 
now become one of these elements, and it is about the air 
defense of America that I speak to you tonight. 

The power of aviation has been greatly underrated in the 
past. Now we must be careful not to overrate this power 
in the excitement of reaction. Air strength depends more 

_upon the establishment of intelligent and consistent policies 
than upon the sudden construction of huge numbers of air- 
planes. 

Even here in America, it is difficult to think clearly amidst 

the conflict of facts and headlines, the contradictory advice 
of columnists, the claims and counter-claims of propaganda, 


[T° times of war and confusion, it is essential for our 


and the blind selfishness of party politics. The conservative 
who scoffed at aviation yesterday has become the radical 
who says that tomorrow we will be invaded by European 
aircraft. 

Let us re-examine the position of America in the air. New 
discoveries and developments affect nations in different ways. 
In Europe aviation has affected England adversely and 
Germany advantageously. One nation may have a psychol- 
ogy and topography which promote the development of avia- 
tion, while another finds itself entirely unadjusted to the 
tempo of the air. 

Judged by aeronautical standards, we in the United States 
are in a singularly fortunate position. Our people have nat- 
ural ability in the design, construction and operation of 
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aircraft. Our highly organized industry, our widely sepa- 
rated centers of population, our elimination of formalities 
in interstate travel—all contribute to the development of 
American aviation. From the standpoint of defense, we still 
have two great oceans between us and the warring armies 
of Europe and Asia. 

In fact, there is hardly a natural element contributing to 
air strength and impregnability that we do not now possess. 
Aviation is for us an asset. It adds to our national safety. 
With a firm and clear-cut policy, we can build an air de- 
fense for America that will stand above these shifting sands 
of war. 

But until we have decided upon a definite policy of de- 
fense, the mere construction of large numbers of aircraft 
will not be adequate for our national safety. In fact, without 
a strong policy of defense, we will not even know what 
types of planes to build. 

The speed and range of our fighting planes must depend 
upon the bases available for their use. If we are to defend 
the United States alone, then we must construct numerous 
air bases along the Mexican and Canadian borders. Such a 
plan would require large numbers of small bombers and pur- 
suit planes, and eventually it would leave us as vulnerable 
to air attack as the nations of Europe are today. On the 
other hand, if we are to defend the entire Western Hem- 
isphere, we need long-range bombers capable of attacking 
a hostile fleet a thousand miles or more at sea. But there 
is little use discussing types and numbers until a defense 
policy is established. 

This brings us to an issue which must sooner or later be 
faced. An adequate air defense of the Western Hemisphere 
necessitates the cooperation of the other nations of this hem- 
isphere. Our military aircraft must have access to their 
bases. Their foreign policy must have some relationship to 
ours. We cannot hold this hemisphere free from foreign 
war if nations which lie within it declare war on foreign 
powers. 

Let us not be confused by this talk of invasion by Euro- 
pean aircraft. The air defense of America is as simple as 
the attack is difficult when the true facts are faced. We 
are in danger of war today not because European people 
have attempted to interfere with the internal affairs of 
America, but because American people have attempted to 
interfere with the internal affairs of Europe. 

It is true that bombing planes can be built with sufficient 
range to cross the Atlantic and return. They can be built 
either in America or Europe. Aeronautical engineers have 
known this for many years. But the cost is high, the target 
large, and the military effectiveness small. Such planes do 
not exist today in any air force. A foreign power could not 
conquer us by dropping bombs in this country unless the 
bombing were accompanied by an invading army. And an 
invading army requires thousands of small bombers and pur- 
suit planes; it would have little use for huge transatlantic 
aircraft. 

No, the advantage lies with us, for great armies must 
still cross oceans by ship. Only relatively small forces can 
be transported by air today, and over distances of a few 
hundred miles at most. This has great significance in 
Europe, but it is not an element that we have to contend 
with in America. Such a danger can come, in any predict- 
able future, only through division and war among our own 
peoples. 

As long as American nations work together, as long as 
we maintain reasonable defense forces, there will be no inva- 
sion by foreign aircraft. And no foreign navy will dare to 
approach within bombing range of our coasts. 


Our danger in America is an internal danger. We need 
not fear a foreign invasion unless American peoples bring 
it on through their own quarreling and meddling with af- 
fairs abroad. Our eyes should not search beyond the horizon 
for problems which lie at our feet. The greatest lesson we 
can draw from Europe today is that national strength must 
be built within a nation itself and cannot be achieved by 
limiting the strength of others. 

What of the unforeseen developments of science? Rocket 
propulsion? New forms of energy? New methods of de- 
struction? No generation can entirely safeguard the future 
for those that follow. They must meet their own problems 
as those problems arise. The greatest inheritance we can 
pass on to our children is a reasonable solution of the prob- 
lems that confront us in our [own] time—a strong nation, 
a lack of debt, a solid American character free from the 
entanglements of the Old World. 

Let us guard America today as our forefathers guarded 
it in the past. They won this country from Europe with a 
handful of revolutionary soldiers. We certainly can hold it 
now with a population of one hundred and thirty million 
people. If we cannot, we are unworthy to have it. 

But the course we have been following in recent months 
leads to neither strength nor friendship nor peace. It will 
leave us hated by victor and vanquished alike, regardless of 
which way the tide of battle turns. One side will claim 
that we aided its enemies; the other, that we did not help 
enough. 

To be successful in modern warfare, a nation must pre- 
pare many years before the fighting starts. If any one doubts 
that, let him turn his eyes to Europe. Years ago we decided 
to stay out of foreign wars. We based our military policy 
on that decision. We must not waver now that the crisis 
is at hand. There is no longer time for us to enter this war 
successfully. The result of vacillating policies lies clearly 
before us in the chaos of Europe today. 

Let us turn again to America’s traditional role—that of 
building and guarding our own destiny. We need a greater 
air force, a greater army, and a greater navy; they have 
been inadequate for many years. Let us form with our 
neighboring nations a clear-cut and definite policy of Amer- 
ican defense. But above all, let us stop this hysterical chat- 
ter of calamity and invasion that has been running rife these 
last few days. It is not befitting to the people who built 
this nation. 

That the world is facing a new era is beyond question. 
Our mission is to make it a better era. But regardless of 
which side wins this war, there is no reason, aside from our 
own actions, to prevent a continuation of peaceful relation- 
ships between America and the countries of Europe. If we 
desire peace, we need only stop asking for war. No one 
wishes to attack us, and no one is in a position to do so. 

The only reason that we are in danger of becoming in- 
volved in this war is because there are powerful elements 
in America who desire us to take part. They represent a 
small minority of the American people, but they control 
much of the machinery of influence and propaganda. They 
seize every opportunity to push us closer to the edge. 

It is time for the underlying character of this country 
to rise and assert itself, to strike down these elements of 
personal profit and foreign interest. This underlying char- 
acter of America is our true defense. Until it awakes and 
takes the reins in hand once more, the production of air- 
planes, cannon and battleships is of secondary importance. 

Let us turn our eyes to our own nation. We cannot aid 
others until we have first placed our own country in a posi- 
tion of spiritual and material leadership and strength. 
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Our Expanding Horizons 


THERE IS NO UNBROKEN LINE OF PROGRESS IN HISTORY 





By BRUCE C. HOPPER, Associate Professor of Government at Harvard University 
Delivered in Symposium on “Our Expanding Horizons,” Metropolitan Opera House, New York, May 17, 1940 


horizons ever lifting over far away shining mountains; 
in foreign politics the horizon is closing down to “ceil- 
ing zero.” 

If we would but open our eyes to history and geography, 
if we would accept as final fact that we cannot escape from 
our period in time, nor from our planet in space,—then, 
having abandoned attempts to escape from both time and 
space, we could see an expanding horizon and the right path 
for America in foreign politics. 

In the words of Justice Holmes, ““We need education in 
the obvious more than investigation of the obscure.” 


[: the three fields just presented we move toward visible 


I. Dynamics oF TRANSITION 


To see that horizon we must face the historical truth 
that we are living through a transition period when the 
blind forces inherent in society smash the old patterns and 
accelerate the change to the new. In the rhythm of history 
there have been many such periods; none ever so rapid in 
process as the present. One transition comparable to this 
in historical consequence was that from feudalism and 
medieval town economy to the money economy of incipient 
capitalism in the 15th and 16th centuries. That period of 
religious wars and intellectual ferment was marked by eco- 
nomic levelling and integration of political authority. Frag- 
mentation of legal authority and stability under the barons 
and in the towns gave way to integration of authority under 
the king, thus preparing the way for the nation-state. No 
doubt many intellectuals of the time embraced the dying 
cause, and foretold the doom of civilization. We, however, 
know from the record that the transition led to the Renais- 
sance, the rebloom of Western Culture through rediscovery 
of ancient wisdom, the opening of a new world in America, 
and the Elizabethan Age when the spirit of man soared to 
heights attained before only by the Athenian mind. 


1. Emotional and Social Instability: Economic Levelling. 


The present transition, accelerated by modern technology, 
began about fifty years ago with the armaments race and 
tariff wars. It broke over into war in 1914, slackened the 
pace through exhaustion, reached the intensive stage again 
in 1930, and picked up unprecedented speed after the last 
chance for a settlement was missed at the Disarmament 
Conference in 1932. The climax is this war. The issue, in 
the historical sense, is to decide whether the transition dic- 
tated by science and technology shall proceed by normal 
evolution or by revolutionary violence. Meanwhile, the 
dynamics of historical transition (economic levelling and 
political integration) are in operation, 

Economic levelling, in fact, may merely mean shift in 
the incidence of ownership. A colossal depreciation of the 
currency wipes out the savings of generations, and impov- 
erishes the most conservative elements of society, as was the 
case in Germany, Austria, and elsewhere in Eastern Europe. 
There then emerges a new type people, without patriotism, 
with different ethics, who know how to speculate during the 
breakdown. They sell their country short. As the process 
goes on the formerly conservative people lose faith in nor- 


mal evolution; they lose their emotional stability; they are 
no longer able to resist the waves of shocks to their nerves. 
The scene is then ready for revolution, supported by the 
dispossessed, and by youth which has become infected with 
the contagion of fear. 

That process started in Russia and spread to Germany. 
Will it engulf all Europe? All we know is that money to 
pay for the World War, the Depression, and the present 
war, will be taken from wherever the money is. It will 
involve some alteration of private capitalism, some measure’ 
of economic planning. It will probably shift the incidence 
of ownership without altering the class system, for human 
beings are still as uneven in capacity as the trees are in 
fruit. 


2. Political Instability: Integration. 


Besides this emotional and social instability, we note a 
political instability which threatens the existence of the 
nation-states system of the last 300 years. Despite the rules 
of international law, the doctrine of peace by Balance of 
Power, or the device of Collective Security, the nation- 
states system seems to be a casualty of the transition. The 
essential weakness has been political defiance of economic 
law,—the Balkanization of the map, begun in Southeastern 
Europe in the 19th century and exaggerated to folly in 
1919. Guided by American idealism, and self-determina- 
tion based on race and language, the peace-makers in 1919 
sprayed small states on to the map of Eastern Europe, 
hoping thereby to achieve solid support for the peace settle- 
ments. In the League of Nations they built a roof without 
substructure. Balkanization collapsed that roof. Instead of 
serving as buffers between the Teuton and the Slav, the 
small states of Eastern Europe became an international 
vacuum, a low pressure area between two barometric pla- 
teaux. They became the means for the two revolutions to 
flow together, the political fact which precipitated this war. 

A new system begins to emerge,—planned revolution, 
which throws to the winds the traditional criteria of race 
and language as raison d’etre for state existence. It destroys 
the natural process of social and economic life; it shifts the 
emphasis from the nation of human beings to the state abso- 
lute and mystic; it changes the pattern from the single 
nation-state to the multi-nation state with criteria for exist- 
ence in economics, military strategy, and air power. 

The Bolsheviks’ formula is that the vertical lines between 
states must inevitably give way to broad horizontal lines 
between classes on an inter-nation scale. The toilers of any 
area may secede from the parent state, adopt the Soviet 
Constitution, and be admitted to the Union. The Bolshevik 
process has thus far retained the voluntary principle, and 
has extended to outright conquest only in the case of the 
Mannerheim Line. 

The Nazi formula was not definitive until the seizure of 
Prague. By that act Lebensraum superseded Fold und Raum 
in order to annex non-Germanic areas. The Nazis now an- 
nounce as their goal a Socialist Commonwealth of All Eu- 
rope, under German military hegemony. By the spoils of 
one conquered small state they finance the conquest of the 
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next. They now stake their whole future on this single, 
major battle, win or lose. If they win, then integration by 
revolution will go to the limit, a pax Hitlerica. If the Allies 
win, or if the result is a stalemate, then integration will 
follow the route of evolution, to some form of federation. 

There are certain dictates which predetermine this integra- 
tion regardless of victors or vanquished. The first is eco- 
nomics. The many boundaries of Versailles Europe made 
for an intense nationalism which prevented recovery. Small 
states are not capable of meeting the exigencies of large 
scale production in the machine age. The trend must be 
toward larger free trade and currency areas, toward customs 
unions, toward regional planning to arrive at a workable 
exchange of agricultural and industrial products. 

A second dictate for boundaries is military strategy, to 
correct the mistakes of 1919, and after, e.g. the Russo- 
Finnish boundary, the German-Polish, etc. 

And a third dictate is air power. Sovereignty over the 
air space is a barrier which belligerents cannot observe. 
Total air war dooms the small states; they cannot remove 
their vital centers far enough from frontiers. Unless the 
air bomber is abolished (which could have been done in 
1932), or assigned to inter-regional police in some future 
system, Europe will have to live constantly on the alert for 
enemy bombers which arrive in the night. Such nervous 
tension would be almost intolerable for large states; it would 
be utterly impossible for the small sovereignties. The air 
bomber has more significance for history and politics than 
any other weapon since the invention of gunpowder. 

In the last twenty-six months thirteen small states have 
been erased from the map, reduced in sovereignty, or are 
now under military occupation with future unknown. In 
the long period when they were protected as neutrals, or 
when they served as aggregate support for Collective Se- 
curity, they indulged in the luxury of making armaments 
for large states, and not very much for themselves. They 
thus kept the tax rate low and the educational level high. 
But, now, unable to bear the increasing costs of statehood 
in a more ruthless age, they become symbols of the dying 
cause,—Liberalism. 

Statesmen may check the pace of this intergration; they 
cannot alter the trend. A Nazi victory would mean war 
again in 20 years. An Allied victory, if carried through to 
the dismemberment of Germany, might also mean war again 
in 20 years. We can only hope for an Allied victory, and 
a wise peace, negotiated with the moderate elements in Ger- 
many. A stalemate would indicate: 

A Mittel Europa, with a Customs Union extending from 
the North Sea down the Danube. 

A British-French Bloc, closely amalgamating the two 
empires. 

These two economic powerhouses would set the fashion 
for the formation of other regional blocs. The formerly 
independent small states must cluster around these powerful 
nuclei as moons revolve around the various suns in the 
galaxies. 

The transition, therefore, follows the dynamics of eco- 
nomic levelling and political integration. The direction is 
from a prevailing mode of nation-ism to one of region-ism 
in allegiance; from nation-states to customs blocs; from 
boundaries determined by race and language to boundaries 
determined by economics, military strategy, and air power; 
from inter-nation law through this lawless period to inter- 
region law formulated in the new era. 

Race and language do not perish as criteria; but they are 
overwhelmed in this period. Given bread in the box, and a 
fowl in the pot, the common people of many races can, and 


do live side by side in peace. The prevalence of treason in 
the small states since 1938 indicates the extent to which 
nationalism has already broken down. 

Regionalization of the economic forces in Europe would 
not abolish war, but it would be a long step toward the 
achievement of what America achieved in 1789,—a free 
trade area on a continental scale. That is the only way to 
relax the tension, and to make possible world-wide dis- 
armament which alone will permit a feeling of security, and 
thus a slow but steady recovery. 


II. America’s ROLE 


By this historical analysis we see Europe changing her 
face through revolution and war. The dictators are doing 
by violence something which may have been historically 
necessary for further advance, but which in their lethargy 
the democracies were unable to do by evolution. To all 
this America tries to behave like King Canute. We have 
talked isolation for 20 years, and yet every hour of the day 
we go to the radio to get our nerves jangled and our souls 
torn by the grim tidings. The emotional instability of 
Europe has invaded America, where it becomes bigger and 
better emotion. Even to pretend to the neutrality, which 
was useful in a bygone agrarian age, is ipso facto to support 
that demoniac revolutionary power that is tearing Europe 
asunder. Like small states, we have overstayed our hand 
in neutrality. America would like to be the umpire. But 
in our hearts we know that in fighting fire with fire Britain 
and France must become totalitarian, and that will set the 
fashion for American totalitarian reaction. Not that we, 
too, are in danger of being conquered. We will keep ahead 
of the 5th, the 6th, or even the 7th column. But freedom 
will be increasingly difficult to manage. 

There are some Americans, some unconsciously, others 
quite aware, who are preparing that fate for us all. But 
not our people as a whole. We are a friendly people. We 
have a profound sympathy for other democratic peoples 
whose form of government we inspired. But our own people 
must be taught that through fear of war all democracies 
dig their own graves; that non-aggression is not life insur- 
ance for any nation; that, in the future, our two oceans 
will no longer assure us of security but will provide the 
silent approach for air power. 

We must make our people understand that we are a great 
nation, and no longer an infant republic with hideaway privi- 
leges of the child; that spoiling the Egyptians is an ancient 
custom vastly improved in speed and thoroughness. The 
time may come when we shall no longer be allowed to go 
to the polls every four years to elect a president. To stream- 
line our democracy we must elect men to office who under- 
stand the rhythm of history; we must attract our most 
effective talent to our defense services; we must unshackle 
our first line of defense, which is diplomacy. Above all we 
must close the ranks to gain unity; we must sharpen the 
identity of America as a nation if we are to defend the 
cause of evolution against revolution at the barricade. 

Our Congress must learn that by our unavoidable eco- 
nomic power we have promoted world revolution. Every 
new by-product of synthetic industries destroys in some 
measure the means of existence for peoples elsewhere; they 
pass in despair over to revolution. High tariffs to please 
particular constituencies merely raise the wall over which 
we cannot see the desperation boiling up outside. That 
attitude of the succulent bourgeois neutral has been typical 
of the older generation in Europe as well,—a colossal equa- 
nimity now being smashed with painful suffering for all. 
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Government by pressure groups which raid the Treasury 
cannot possibly survive this transition. 

And our Congress must learn that the type of investiga- 
tion which ignores America’s great idealism, and charges our 
bankers with dragging us into the last war, inflames the 
fears of our already sensationalized youth, provides revolu- 
tionary weapons to those who make a career of youth, and 
in the end leads to self-devourment, as shown in Europe. 


III. ConcLusion 


Finally, we may say: no military intervention; no dictate 
as to politics or boundaries in Europe. But, taking the long 
view, we know that we have had the economic power to 
save the cause of evolution in Europe against this demoniac 
revolutionary nihilism. Let us accept responsibility to that 
cause, our moral and economic cause, in Europe and in the 
Pacific, lest the sceptre of economic power itself fall from 
our seemingly nerveless grasp. If it comes to that, let us 
be wise this time,—not war debts but subsidies. 

At the end of this war Europe will be disciplined, largely 
socialized, and hard. Let us, then, aid that regional bloc 
which is least likely to unite all Europe against us, and 
most likely to cooperate with us in world demobilization, 
in the transfer of energy from the making of armaments to 
civil production. In that way, and only in that way, lies 
peace. 

And in the reconstruction let us use our power to attain 
that enduring security of international division of labor and 
a relatively free world market, and not be content again with 
the security of the cemetery where the children and ghosts 
of the vanquished will one day unite to renew the struggle. 

Our youth cry: Concentrate on welfare in America. We 
say: recapture the credo of America; make of sanctity of 
the individual a Holy Grail to which man must ever return 
in his unending quest for freedom. It was expressed by 
Chinese scholars more than two thousand years ago in the 
Confucian text of The Great Learning: 

“4. The ancients who wished to illustrate illustrious 
virtue throughout the kingdom, first ordered well their 
own states. Wishing to order well their states, they first 
regulated their families. Wishing to regulate their fam- 
ilies, they first cultivated their persons. Wishing to culti- 


vate their persons, they first rectified their hearts. 
Wishing to rectify their hearts, they first sought to be 
sincere in their thoughts. Wishing to be sincere in their 
thoughts, they first extended to the utmost their knowl- 
edge. Such extension of knowledge lay in the investiga- 
tion of things. 

“5. Things being investigated, knowledge became com- 
plete. Their knowledge being complete, their thoughts 
were sincere. Their thoughts being sincere, their hearts 
were then rectified. Their hearts being rectified, their 
persons were cultivated. Their persons being cultivated, 
their families were regulated. Their families being regu- 
lated, their states were rightly governed. Their states 
being rightly governed, the whole kingdom was made 
tranquil and happy. 

“6. From the Son of Heaven down to the mass of the 
people, all must consider the cultivation of the person the 
root of everything besides.” 


To cultivate the person of youth today we must educate 
them in the obvious, and let the obscure fit where it may. 
We must teach them the way back to emotional stability 
through character and moral fibre. We must all learn to be 
vigilant and resolute. There is no unbroken line of progress 
in history. Disintegration and decay come slowly at first; 
then the blind forces assume command and strike like light- 
ning. If we are unprepared in mind and soul to meet it, 
then, as a nation, we will suffer enormously, and lose our 
moral mission in the world. 

To change the moral climate we must keep America a 
hate-free citadel; we must keep America’s great faith in 
man. Institutions come, and institutions go, but man car- 
ries on toward his destiny. In periods of decline he reverts 
to his primitive ferocity and becomes a destroyer. The 
greater the momentum of his plunge into barbarism, the 
greater his rebound on the next rise in sheer recoil. When 
the transition is over, man will again receive a new spiritual 
dispensation from Providence, and make a new covenant, 
with law again written on his heart. Europe, cleansed by 
fire, will again renew her genius. And America, in friendli- 
ness, will collaborate with a new Europe which has at last 
attained that political foundation for economic security 
which America attained in 1789. That is our expanding 
horizon. 


We Stand at Armageddon 


PAX BRITANNICA OR PAX HITLERICA 
By the MOST HON. THE MARQUESS OF LOTHIAN, C.H., British Ambassador to the United States 
Delivered to the St. Louis Chamber of Commerce, April 19, 1940 


war of the twentieth century began. I feel that it is 

right that I, as the Ambassador of Great Britain to the 
United States, should try to put before you why we are 
against a patched-up peace, and the kind of peace we are 
fighting for. I think you have the right to know this because, 
unfortunately, the war is affecting you and other neutrals 
more and more every day. 

In making such a speech I may be accused of propaganda. 
If propaganda means the telling of lies or the making of 
suggestions and innuendoes designed to mislead or prejudice 
other nations into doing things which they would otherwise 
not do there will be no propaganda in this speech. But if 


|: is now more than eight months since the second world 





it means telling you the real facts about the way my country- 
men think, and that is what I am going to do, then I am 
performing an essential function in the international rela- 
tions of Democracies. For how can free nations arrive at 
sound policies in international affairs unless they are honestly 
told what the others think? 

Why do the Allies go on fighting? Why are they unin- 
fluenced by the many “peace offensives” which directly or in- 
directly come from Berlin. They are fighting, of course, 
first for their own existence. But they are also fighting 
because they are convinced that not only a victory by Nazi 
Germany but a truce with Nazi Germany now would be the 
end of most of the civilized values which Christianity and 
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Western democracy have laboriously built up in recent 
centuries, 


Tue Rise AND AIMs OF HITLERISM 


A great many people in England thought at first that 
Hitler was fighting for equal rights for Germany, was 
fighting to remedy those clauses of the Treaty of Versailles 
which implied discrimination against Germany, such as uni- 
lateral disarmament. 

But gradually it became clear that Hitler and the Nazi 
régime were not concerned merely with equal rights for 
Germany; that what Hitler really wanted was not equality 
but domination. So long as he was seeking to recover what 
might be called equality—that is to say, the right to fortify 
the Rhineland frontiers, to have an army equivalent to his 
neighbours, to incorporate in Germany the Austrian Germans 
—he was able to get his way without serious opposition or 
war. If we had realised then what we know now about the 
true nature of Hitlerism there would probably have been 
opposition from the Allies before. As it was, it was only 
when he demanded the incorporation of the Sudeten Ger- 
mans in the Reich under threat of war that our people fully 
awoke to what Nazism meant and that a war crisis arose. 
For, by the end of 1938, there was no possible excuse for 
his attempting any further revision by force, if he was 
thinking only of security and equal rights for Germany. 
It was the conviction, which dawned on everybody after 
he tore up the Munich settlement and marched into Prague, 
that what he was really after was not equal rights for Ger- 
many but the political and economic domination of Europe 
that stiffened Polish resistance to his demands and made 
Poland itself the test case on which France and Britain 
decided that they had to halt Nazi aggression, if need be, 
by war. 

For the plain fact, now obvious to all thinking people, 
is that what Hitler and his régime are after is something 
entirely different from what the liberal and democratic na- 
tions, indeed Western civilization, have been working towards 
for the last 150 years. The underlying motive of Western 
civilization has been the extension of human freedom. The 
first step was to secure to the individual the right to free- 
dom from arbitrary arrest, to freedom of religion, to freedom 
of political opinion, and to a share in responsibility for the 
laws he is called upon to obey—that is, to the principle 
that government shall be with the consent of the governed. 
Nowhere have these ideals, based upon the rights of man, 
been more fully worked out in the internal sphere than in 
the United States. More recently Western civilization has 
sought to establish another form of freedom, the right to 
national self-government. We have come to believe that 
the era of the conquest and control of one race by another 
is over, that war is fratricide and that some stable security 
must be found for all nations so that they can have both 
liberty and protection against war. 


War or 1914 a War or LIBERATION 


It is quite true that these ideals have so far been only 
imperfectly realised. But we in Britain are still profoundly 
convinced that the great war of 1914, which it is now often 
the fashion to regard as a blunder, was a successful war of 
liberation. As a result of it every nation in Europe, for the 
first time in history, obtained its freedom, including Ireland. 
The old British Empire became a Commonwealth of free 
nations. Canada, Australia, South Africa, New Zealand be- 
came completely independent of London control. India 
took immense strides to self-government, considering the 
enormous difficulties of democracy in a country containing 
360,000,000 million people with deep divisions in religion, 









language and methods of government. The Arab territories 
were freed. The Nine-Power Treaty gave China the pros- 
pect of an independent future. You took long steps towards 
the independence of the Philippine Islands. 


Post-War RECONSTRUCTION 


There is no doubt that the war of 1914 was in fact a 
war of liberation. The real reason for the breakdown of 
the peace settlement was not the defects in the peace itself, 
though they were many, but the fact that the democracies, 
while they were right about national freedom, has not yet 
thought out how the new order of national freedom was to 
be effectively maintained. They did not realise what your 
ancestors learned between 1781 and 1789, that the condition 
of freedom is unity under the reign of law and freedom for 
trade and that without them both freedom and prosperity 
rapidly disappear. It was not enough that the thirteen orig- 
inal States in America cast off the authority of George III. 
They did not make their freedom and prosperity secure until, 
after great difficulties, they established their unity in your 
wonderful constitution, a constitution which created the 
largest free trade area in the world. So in 1918, it was not 
enough to multiply the number of free nations, to raise, 
for instance, the number of European nations from 17 to 25, 
and the total number of nations in the world to over 70. 
That had to be balanced by some form of unity, if it was 
not to degenerate into anarchy, imperialism, unemployment 
and war. It is the real explanation of the tragedy of the last 
twenty years. 

The League of Nations was a gallant attempt to supply 
the element of unity and order, but as you all know, it 
failed for a large variety of reasons. Very likely the integra- 
tion of the world, when it comes, will have to be on quite 
different lines. But the lessons to be drawn from the fail- 
ures of the last twenty years are what we shall all have to 
study when we come to consider the peace which is to fol- 
low the war. If it is to last it must conform to the realities 
of power and national self-interest and idealism at least 
as well as did the Canning-Monroe system which laid the 
real foundations of the Nineteenth Century. 


THE FUNDAMENTALS OF NAZISM 


The conception for which Hitler and the National Social- 
ist régime stand is something entirely different and opposite 
to these basic ideals of the great stream of Western civiliza- 
tion. The Nazi programme recognises none of the basic in- 
dividual rights—freedom of person, freedom of speech, free- 
dom of political association, freedom of religion. The citizen 
is given no responsibility for law and government. He is held 
to exist for the aggrandisement of the state to which he be- 
longs. He is trained to obey without question the orders of 
the self-constituted rulers of the state. It is the same with 
nations. Might is right. The rights of nations derive wholly 
from their strength. Small nations have no rights as against 
powerful nations. Hitler has said “I hate these dwarf states.” 
It is their duty to yield politically and economically to the 
demands of their stronger neighbours. It is the utter 
ruthlessness of his disregard of the rights of other peoples— 
first of the Czechs and the Poles and his treatment of them 
—once they are in his power, and now of the Danes and the 
Norwegians which has made the war inevitable and proves 
Hitler the real aggressor. The Nazi system is a system 
of empire building by the forcible subjection of the labour, 
territory and resources of weak neighbours for the benefit 
of the German ruling race. Whatever mistakes the rest of 
us have made in the past there is no hope of a reasonably 
free, peaceful and stable world for any of us until that 
purpose is broken, once and for all. 
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The objectives of Hitler-Germany are now pretty well 
understood. They are set forth in that highly indigestible 
book “Mein Kampf” which is why, perhaps, it took us so 
long to understand what Hitlerism implied. In its essential 
nature, it is the utterly ruthless use of violence and despot- 
ism for the purpose of territorial expansion and domination. 
It is of the utmost importance to realise what the Hitler 
technique implies. 

The Germans have always been attracted by the dream 
of becoming the successors of the old Roman Empire. It was 
their pursuit of the mirage of the Holy Roman Empire in 
the later middle ages which prevented Germany from evolv- 
ing into a strong national state as did France, England and 
other European nations, and kept it a congeries of over 300 
little dynastic principalities, whose people never obtained any 
political training or responsibility at all. Napoleon at the 
beginning of the last century reduced the number of these 
little states to 30, and Bismarck reduced them 70 years later 
to one Prussian empire by fighting three wars. 


Anp Its TECHNIQUE 


The Hitler technique of empire-building has been simple. 
He set out first of all to create the model war state. He 
concentrated all political power in the hands of himself 
and the leaders of his National Socialist Party. He intro- 
duced conscription in its most complete and universal form. 
He organised the whole youth of Germany and indoctrinated 
them in a set of horrible dogmas, such as the cult of blood 
and soil, the nobility of war and sacrifice, the vileness of 
Jews and the worship of the German racial state. This gave 
him a steadily increasing proportion of the German people 
wholly conditioned to his leadership. He took charge of the 
press, publishing and propaganda, and undermined the inde- 
pendence and the influence both of the old centres of learn- 
ing and of religion. He established control over the whole 
economic life of Germany and organised both people and 
industry at tremendous speed, for a single purpose, war. His 
strategic theory, as set out in “Mein Kampf”, is simple. 
Hitler was convinced that if he could create in the centre 
of Europe a single disciplined, entirely militarised state of 
80,000,000 Germans, obedient to a single dynamic will, 
using its gigantic power, backed by diplomatic deception and 
intrigue with utter ruthlessness, nothing would prevent Nazi- 
fied Germany from conquering, or dominating and eco- 
nomically exploiting, its neighbours one by one, until he 
controlled, first, Europe, and in the end, the greater part 
of the world, as Rome dominated the then civilized world. 
The only thing that could prevent such a result would be 
the weakening of the morale of the German people, the rise 
of other despotisms as disciplined and as powerful as his 
own, or the combination of Germany’s neighbours in an alli- 
ance for self-defence which collectively was stronger than 
Germany and its allies. 

Hitler believes, and has repeatedly said, that he has cre- 
ated a Germany which will be stronger than the other 
despotisms and that the democracies are so degenerate, feeble 
and divided that they will neither arm or unite in time. 
His centre doctrine is stated in “Mein Kampf” as follows: 
“Do not ever permit there to be formed in Europe two con- 
tinental powers. If there is any attempt to organise on the 
frontiers of Germany a second military power—even if only 
in the form of a state which might acquire such power— 
we should see in it an attack on Germany. Consider that it 
is not only your right but also your duty to prevent by all 
means and at need by arms, the constitution of such a state. 
If it already exists, destroy it.” So much for Hitler’s belief 
in the equal rights of all nations. This method was, in fact, 






the Roman method. The City of Rome knocked out its 
rivals one by one and absorbed their resources until, after 
the overthrow of its last rival, Carthage, it was omnipotent 
within the immense area which its road system enabled 
its legions to control. The secret of its success was ruthless 
violence. Cato used continually to cry “Delenda est Car- 
thago” until Carthage was destroyed. One defect of the 
Roman empire was that it was a despotism. Another was 
that there was no room for national freedom within it. 
That is why it disappeared. These are also the defects of 
the Hitler Empire. But at least Rome treated its subjects 
well and eventually made them citizens, whereas its racial 
doctrines make the Nazis persecute and oppress them. 


ALTERNATIVES BEForE Us 


It is extraordinarily difficult for the democracies to grasp 
what the reversal of Western democratic ideals in favour 
of a return to the worship of imperialist power as an end in 
itself implies for themselves. When the gangster first ap- 
peared—the man that not merely threatened murder in or- 
der to appropriate other peoples’ property but used murder 
as a method of social intimidation—society was half-para- 
lysed until it organised itself to defeat the gangster by the 
use of his own weapons. It is the same in international af- 
fairs. It is difficult for us to realise that we are living in a 
world in which power alone counts, in which reason or 
justice or liberty are no protection against aggression, in 
which small nations, and for that matter quite big nations, 
have no rights against the military dictatorships unless they 
are strong enough by their own strength and valour and 
strategic situation, or because they stand together for col- 
lective action, to resist them. Yet the history of the last 
few years, of Manchuria, Abyssinia, Czecho-Slovakia, Poland, 
Albania, Finland, China and now Denmark and Norway 
all goes to demonstrate that that is the kind of world in 
which we live today. Whose turn will it be tomorrow? It 
is quite certain that the process will not stop until it is 
resisted by superior force. 

On a long view therefore what the Allies, France, the 
British Commonwealth and their friends, feel that they are 
fighting for today is to prevent the extension of this new 
ruthless imperialist system first over Europe and later else- 
where, because its victory would be fatal not only to their 
own freedom but to free civilization itself. It would begin a 
new Dark Age. Indeed, we, the Allies, now feel that we 
are the last bastion of freedom in Europe. If we went down 
there would be nothing left in Europe, Asia and Africa 
which could resist totalitarian domination. There is not a 
small nation in Europe which does not feel this today. That 
is why the whole of Europe is waiting to see the result of 
the grim struggle which is now joined in the West and 
which will determine the kind of world we are to live in 
for centuries to come. 


Aires CAUGHT UNPREPARED FOR WAR 


There is no doubt that the Allies being democracies, were 
late in making their preparations. Democracies hate war 
and are reluctant to accept the discipline or to pay the price. 
They put welfare before power. We were certainly late 
in combining for mutual protection in Europe. If the Scan- 
dinavian countries had had a firm pact of mutual assistance 
Russia would probably never have attacked Finland and if 
it had it would have been easy for the Allies to have sent 
assistance. The Allies, therefore have been caught relatively 
unprepared. Our first task is to make quite sure that Hitler 
and his allies, whoever they may be, cannot win victory 
over us. By entering the war when we did we have gained 
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eight invaluable months for preparation. We have never 
been under any illusions that the task we have set ourselves 
will not be a long and formidable one. From the beginning 
we have said that it would take three years. You must 
not expect immediate miracles all over the world from a 
nation which numbers only 47,500,000 souls, a third of 
your own size. In the last war the Allies had Russia, Italy 
and Japan and at the end the United States on our side. 
To-day the Allies are fighting alone, though with the sym- 
pathy of the vast majority of nations behind them. It may 
be, as in other wars we have fought, that our only really vic- 
torious battle will be the last. 


Procress MaApE 


Despite appearances we have already, as General Ironside 
has said, passed the most serious danger. There was a 
time when we were short of nearly everything. We intro- 
duced conscription only last June and our aeroplane pro- 
duction was low. It is certain that if Hitler believed that by 
an unlimited Blitzkrieg he could destroy Britain or France 
he would unloose it, because the destruction of the French 
army or the British navy would open the shortest and most 
decisive road both to the conquest of Europe and to domi- 
nance in the world. Indeed General Goering still threatens 
it. At the beginning of this month he declared in a speech 
that “having their flank and rear secure the German armed 
forces are in one firm bloc facing England and France. It 
is here that the decisive blow must be struck and for this 
decisive blow the Fuhrer has mobilised all his resources. 
It will fall when the Fuhrer has decided to “put an end to 
the war.” The Scandinavian campaign may be the beginning 
of this attack. 

But if Hitler does not launch the attack on the West in 
the next few months it will be proof that the Allied block- 
ade has already sufficiently diminished his stocks and his 
power to replenish them that he does not dare to face total 
war, and that the development of air strength by France 
and Great Britain has been so rapid and so efficient that the 
German air force, long as it has been in development, recog- 
nises that it cannot overcome it. 


ALLIED War AIMS 


Our first task then is to prove once and for all that the 
primary Nazi plan of campaign which seeks the rapid over- 
throw of France and Britain cannot succeed. Our second 
is to mobilise the immense resources at our command so as 
to be able either to knock out the Nazi power, or to con- 
vince the German people that the road to freedom and pros- 
perity for themselves also is substitution for the Nazi régime 
of a government whose main purpose is not aggression and 
in whose word the rest of the world can trust. I cannot 
tell you when that time will come. I am not in the secrets 
of the Allied General Staff. I can only say two things. The 
first is that the struggle is not likely to be short, unless the 
Nazi morale breaks, and that it is likely to be fought out 
quite as much on the diplomatic as the military front. A 
new friend may mean a victory without a battle for either 
side. The second is that it is sometimes said that we seek 
the break-up and destruction of the unity of the German 
peoples as an end in itself. That is not true. What we are 
fighting for is security, security for everybody against ag- 
gression and war, poverty and unemployment; security for 
Germany no less than for her neighbours and ourselves, if 
she abandons aggression, so that all nations will be free 
to live their own lives without fear, with secure access to 
the raw materials and markets of the world. 

But we are clear that a peace at present would only play 











into the hands of despotism. It would be no more than a 
truce—a short interval between two world wars. Now 
that the battle has been joined it must be fought out until 
one system or the other—the free way of life or the des- 
potic way of life—has definitely and permanently a pre- 
ponderance of power behind it. An indecisive peace would 
almost certainly mean a victory for the dictatorships, for 
it is the essence of the Nazi system that it is organised for 
instant war. Whereas the democracies genuinely demobilise 
in peace, so that it takes time to mobilise again, the Nazi 
system, by its nature, is always ready for those lightning 
blows out of a relatively clear sky which have been Hitler’s 
most successful method of aggression. 

Personally I doubt whether the end of this war will see 
another great Peace Conference like the last. The basic 
conditions of the post-war world will be settled by the terms 
of the armistice, by the question of power, by the fact of 
where the preponderant power will lie at the time when the 
cease-fire sounds. 


ALLIED PEAcE AIMS 


Let me consider for a moment the two alternatives. If 
the Allies win, the foundations will have been laid for the 
kind of free and liberal world in which the democracies have 
believed, though they have not yet seen how to create. Na- 
tions and individuals will be once more free. War, of course, 
in itself constructs nothing. But war is sometimes necessary, 
as now, to resist aggression and clear the foundations on 
which the free spirit of man can build constructively and in 
peace. As I have said, where we failed in 1919 was in our 
constructive work after the war of liberation was over. 
We believed that peace would come from freedom carried 
to the point of international anarchy and from disarmament. 
It did not and it cannot. Peace only comes from superior 
power behind law. The dictators saw their opportunity, 
created power for themselves and began to remake the world 
in their own image. What matters more than anything else 
is that at the end of this war the superiority of power should 
rest unmistakably in the hands not of the dictatorships but 
of the free peoples so that it will be they and not the totali- 
tarians who will determine the future. 


GERMANY’S TERMS 


But what would happen if Germany were to win the war. 
There would then be an entirely different picture. They 
can only win the war if they can defeat France and Great 
Britain and take sea power into their own hands for it 
has been sea power which for 150 years has determined the 
kind of world in which we live. The capture of sea power 
is, therefore, Germany’s central objective, for it is the key 
to world power. The cat was let right out of the bag 
during Mr. Sumner Welles’ visit to Berlin. You remember 
the statement which was issued by the Ministry of Propa- 
ganda in Berlin at that time. Germany’s terms for peace 
were that Great Britain and France should cease to inter- 
fere in Central and Eastern Europe, that the British 
“stranglehold” on the seas should be ended and that 
Gibraltar should be restored to Spain. 

There was a time, in the fifteen years after the great war, 
when it was possible for Germany to argue that the French 
alliances in Eastern Europe were restrictive of Germany 
because they were the main support behind the discriminatory 
clauses of the Treaty of Versailles. But these alliances were 
also designed to protect the small nations of Eastern Europe 
from having their liberty and independence forcibly taken 
away from them. The need for them has become more 
clear now that they have gone and Czecho-Slovakia and 
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Poland are in consequence the prostrate victims of Nazi 
aggression. When France and Great Britain say that they 
are interested in Eastern Europe they do not mean that they 
want to restrict any of Germany’s natural rights there. What 
they mean is that, partly for reasons of their own security, 
they want to see Europe organized not as a number of 
prostrate peoples enslaved by the Gestapo but as a com- 
pany of free nations united by some form of federal organi- 
sation. What we think that Hitler means by demanding 
that France and England should renounce all future interest 
in Eastern Europe is that Nazi Germany should be allowed 
to destroy the independence of the smaller nations there, 
enslave their populations and organise their resources for the 
furtherance of its own imperialist and warlike purposes 
without let or hindrance by anybody else. We do not think 
that Hitler is interested in the rights of other nations. His 
conduct shows that. We think he is interested only in power 
for Germany. What Hitler really resents is that the word 
liberty should be pronounced at all in relation to Eastern 
Europe. 


Pax BRITANNICA OR “BriTisH STRANGLEHOLD”? 


Let me turn now to the German thesis about the so-called 
British “stranglehold” on the seas. That “stranglehold,” 
I suppose, refers to the fact that Great Britain possesses a 
navy larger than that of any other country except the United 
States and that the British Commonwealth has naval bases 
all over the world. It is quite true that British naval power 
was the ultimate power behind the nineteenth century in- 
ternational system. That system rested on four foundations: 
—currencies based on gold and therefore creating a stable 
basis of exchange; free trade or low tariffs; free immi- 
gration; and the prevention, not of all wars, but of world 
war by the fact that there could be no world war until 
some other power built a navy capable of challenging that 
of Great Britain. It was not a perfect system. No doubt 
in some ways we abused our power. But it did not work 
badly. Never was there so great an expansion in human 
prosperity and human freedom as during that 100 years. 
The system lasted because it also suited almost everybody 
else. For so far from cramping and interfering with other 
nations, it promoted self-government and ensured free pas- 
sage across the seas for capital, people and goods, and access 
to raw materials and markets everywhere to every nation, 
except in time of war. Do you suppose for one moment 
that if Nazi Germany or Communist Russia obtained com- 
mand of the seas the world would be anything like as free 
as it was during that period of British control? Unless 
everything they have done in the past is misleading they 
would indeed “control the seas” and use their power to 
compel other nations to conform to their totalitarian ideas, 
both in the political and in the economic spheres. 


CHALLENGE TO Monroe SysTEM 


Consider, too, the significance of the word “Gibraltar,” 
so lightly thrown in by Dr. Goebbels. It sounds so simple 
and so fair that that historic rock should be returned to 
Spain. But supposing the principle were adopted that all 
naval bases should be controlled by the local inhabitants, the 
Straits of Gibraltar by Spain, Singapore by Malaya, Pan- 
ama by the Panamanians, and so on, where should we get 
to? The plain truth is that the so-called command of the 
seas is what has given some elementary unity and order to 
the world. Until we reach the point foreseen by Tennyson 
when a federation of man comes into being which can keep 
law and order and maintain communication for everybody 
on equal terms, the real issue is not whether these strategic 





points should belong to the local inhabitants but whether 
they should belong to the democracies or to the totalitarians. 
And in the long run the world will be free or totalitarian 
according to which side holds them. 

But this question of the control of the exit from the Medi- 
terranean has a special significance not always realised. If 
it fell into Nazi hands it would be the end of the British 
Commonwealth because it would cut our communications 
both North and South and to the East. It would also pro- 
foundly affect the security behind the Monroe Doctrine. 
The first line of defense of the Monroe Doctrine has al- 
ways been the fact that the leading naval power in Europe 
has supported its main principle—ever since Canning, Brit- 
ish Secretary of State for Foreign Affairs, proposed the idea 
to President Monroe in the days of the Holy Alliance. And 
that has meant that the exits from Europe to the Atlantic 
through the North Sea, the English Channel, past Gibraltar 
and past the Cape of Good Hope, have been controlled by a 
power friendly to the Monroe system. The security of the 
Monroe system has hitherto rested on the fact that the naval 
bases on both sides of the Atlantic have been in the hands of 
powers which supported it. The problem of defending it 
would be transformed if it had to be upheld from one side 
of the Atlantic and if the other side were held by a power 
hostile to it. 


ANGLO-AMERICAN RELATIONS 


As a matter of fact the old British nineteenth century 
system has gone beyond repair. We are no longer strong 
enough to sustain it by ourselves. At the moment you and 
we share sea power between us, as the word parity implies. 
Under present conditions we are predominant in the At- 
lantic, you in the Pacific. The future depends largely upon 
what respectively we do with our power, each in our own 
sphere. 

Anglo-American relations are always difficult to talk 
about, especially in time of war when one of us is a bel- 
ligerent and the other is a neutral or when the question of 
sea power is discussed. There are, however, two sayings 
which each contain the proverbial half truth which I can- 
not forbear to quote tonight because they tend to put the 
question in a humorous perspective. One is the well known 
American gag about the attitude of Great Britain “England 
expects every American to do his duty”—that is, come to the 
assistance of the British Empire when it is in trouble. The 
other is the British gag about the attitude of the United 
States: “America expects the British Navy to defend her 
right to be neutral.” 


IMPACT OF THE WAR ON NEUTRALS 


I have tried to explain what we in Britain think we are 
fighting for and why we cannot accept a trumped up peace. 
We believe that we are fighting not only for our existence 
but to ensure that the basic institutions and ideals which 
have been the guiding stars of Western civilization for the 
last 150 years shall not be wiped off the face of Europe 
and Asia and Africa by the military victory of the totali- 
tarian dictatorships. 

In our struggle, unfortunately, we cannot help inflicting 
hardships on neutral nations. The European neutrals are 
hit the hardest. The ruthless German submarine and aerial 
campaign has already sunk 500,000 tons of their shipping 
—more ships than we have lost ourselves—and killed or 
drowned more than a thousand of their seamen. At bottom, 
all European neutrals are on our side because they know that 
if we win they, and with them the Czechs and the Poles, the 
Danes and the Norwegians will retain or recover their free- 
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dom, but that in so far as Germany wins one and all lose 
their freedom and become dependents of one or other of 
the dictatorships. 

In these circumstances and because we believe you are 
opposed to a victory for dictatorship we hope that you will 
be able to take a lenient view of the interferences that we 
reluctantly make with your normal peace time rights. We 
realise that when we examine your mails we cause you irri- 
tation, and were the positions reversed we should no doubt 
feel a similar irritation. But I ask you to accept my as- 
surance that examination of this important channel of com- 
munication with Germany is a vital part of our economic 
warfare which we could not give up without serious preju- 
dice to our prosecution of the war. German trade continues 
and German agents are at work trying to defeat the block- 
ade. It is of essential importance that we should watch the 
mails everywhere. The examination of mails is not and 
will not be used to obtain information about ordinary com- 
mercial competition and your private affairs. In the present 
stage of the war the blockade—mainly of materials neces- 
sary to the military conduct of the war—is our principal 
weapon. Every channel into Germany helps to prolong the 
war, or, if it is a large one, to endanger victory. As regards 
examination of ships, delays and other inconveniences have 
now been greatly lessened and I think it is now accepted that 
there is no discrimination between American and other 
ships. 


AGRICULTURAL PURCHASES 


When we come to the question of agricultural purchases 
the situation is more difficult. We are severely rationing our 
own people, as are the French, partly to reduce consumption 
at home, partly to compel savings so that they can be lent 
to the Government. That means the reduction of some of 
our customary purchases in the United States. On the other 
hand, we are buying far more in the United States of 
America than usual. Our purchases in the first year will 
probably be increased by some $400,000,000 over our aver- 
age purchases during the last five years and in the second 
year by a much higher figure. We are selling our dollar 
securities back to you to help to pay for these things. We 
cannot in addition buy as much of your agricultural products 
as usual. We cannot afford them. Even if we bought fewer 
aeroplanes we should not want more agricultural produce 
because our reduced consumption at home and the need for 
buying from countries who are willing to take our exports 
makes it impossible. We have great sympathy with the 
difficulties of American farmers because our own farmers 
have been in depression for years. Over the whole range 
of agricultural products we are buying a good deal—about 
75 per cent of normal—and we shall continue to buy what 
we can. But we cannot buy at the old level. We can buy 
some corn from you if your prices are competitive. In the 
case of the much criticized treaty with Turkey, our indis- 
pensable ally in this war, the tobacco we have undertaken 
to buy from her annually for 20 years is less than 10 per 
cent of our normal purchases from the United States of 
America. The object of this undertaking is to enable Tur- 
key to meet interest on war-time loans and to provide an 









alternative market for her most important product which 
hitherto she has sold mainly to Germany and the United 
States, for you in America buy and smoke far more Turkish 
tobacco than we shall ever do. Finally, in imposing these 
restrictions we are not thinking at all about post-war trade. 
They are purely war measures. After the war we hope to 
return as quickly as possible to multilateral trade, for that 
will be the best guarantee of prosperity for all and against 
unemployment. 

We would only ask you, in considerating our actions, to 
realise that our people and the French people are submitting 
to hardships which are already very formidable and will 
certainly become more so and to weigh the troubles we 
cause you against the tremendous issues which are at stake 
in this war. 


Victory A QUESTION OF PRINCIPLE 


I have almost finished. I have endeavored to explain to 
you the present views of Great Britain about the war in 
Europe—as fairly and honestly as I can. We are convinced 
that in the end we are going to win, though not perhaps 
before the world has become a different place from what it 
is today. We do not believe that individual freedom can 
be permanently extinguished or national freedom perma- 
nently destroyed. The world is going to remain a free 
world, though before that objective is made secure and un- 
employment abolished for good the nations which believe in 
freedom may well have to face more far-reaching changes 
than any of us yet realise. For the real remedy for the 
present tragedy is not mere victory in the war but wiser 
thinking and better organisation, both political and economic, 
among ourselves. In the long run, example is more powerful 
than the sword. 

But for the moment victory comes first. The menace of 
Nazi international gangsterdom must be defeated as much in 
the interests of Germany as of the rest of the world. It is the 
condition of all else. The British people and the people of 
France are much closer to each other in every respect than 
they were in the last war and are prepared to lay down 
their lives for the cause of freedom not less readily than they 
did then. The overseas nations, Canada, Australia, New 
Zealand, South Africa and many other peoples are mobili- 
zing their forces rapidly in support. The inexhaustible re- 
sources of the territories we control, supported by the ma- 
chine industry of the United States, ensures in the end an 
overwhelming mass of offensive power. We believe, too, that 
there is another power fighting on our side. Whatever may 
have been our mistakes in the past we believe that Principle 
is now on our side. As compared with the Nazi régime, 
the Allies stand for tolerance, for liberty, for self-govern- 
ment, for decency in the conduct of international affairs. 
And, as history has repeatedly proved, what force alone 
constructs has neither permanence nor life. Nothing lasts 
which is not built on justice and consent. We are sure 
that in the end, and perhaps after much sacrifice and suffer- 
ing, we shall win because we believe that Principle is on 
our side. To quote words once used by one of your great 
Presidents, “We stand at Armageddon and the battle for 
the Lord.” 
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The Challenge to Education 


STERN FACTS OF THE DAY 


By MARK M. JONES, President, The Akron Belting Company and Consulting Economist 
Delivered at Bethany College Centennial, Bethany, West Virginia, on May 10, 1940 


“SHE challenge to education today is to survive. No 
lofty phrases are needed to express the concern, active 
or latent, among us about the future of education as 

an institution. 

And the challenge to education thrusts forth from a simple 
fact. It is the fact that its stock-in-trade is not valued as 
‘highly as once was the case. Knowledge is education’s 
stock-in-trade. Knowledge is at a heavy discount. And the 
downward trend of demand in the markets for knowledge 
continues throughout the world. 

But decrescent demand is not true of all branches of 
knowledge. Some of the so-called natural sciences confront 
increasing demand. Their use and the demand for their 
fruits widen and deepen. So, it is with relation to those 
branches of knowledge dealing with human relationships 
that the challenge to education arises. It is in that cate- 
gory that the discount which now concerns us all spreads 
out like flood waters following the bursting of a dam. 

And this is but one aspect of the conflict gradually spread- 
ing throughout all human affairs in which the driving 
power of raw force on the one hand is at death grips with 
knowledge on the other. The main question to which all this 
gives rise is, shall the animating principle of human affairs 
be voluntaryism and cooperation or shall it be coercion? 
Shall the sanctity of personality remain a basic ideal of 
humanity or shall it be subordinated to the supremacy of 
the State? The conflict between dictatorship and democracy 
has many ramifications. And the currents of which this 
conflict is made up sweep on increasingly within the United 
States, like most mighty forces which once set in motion 
run their course relentlessly. 

Today it is my purpose to consider education against 
such a frame of reference. I do so as an outsider looking 
in, as a consumer of its products, and as a student of ecology, 
if one may hazard the use of an obscure word in this com- 
pany. | am not attempting to draw an indictment. I am 
not presenting a challenge myself. What I may say carries 
with it no implication that similar things cannot be said 
about other categories of human endeavor, about other insti- 
tutions, or about persons actively concerned in leadership 
capacities in other fields. I neither suggest nor imply that 
any are perfect or even satisfactory—just that the subject 
here is education. 


THREE OF THE STERN FACTS 


The most serious manifestation of the challenge to edu- 
cation seems to me to arise from threats implicit in three of 
the stern facts of the day. 

Foremost is the almost overwhelming fact of popula- 
tion. There are more people in the world than ever before. 
A plenitude of people is at the root of our dilemma. And 
this seems very important. Not because of numbers but 
because the multitude can achieve little. No matter what 
its members may think, the mass accomplishes nothing. It 
is the leaders who account for whatever achievement or 
distinction a people, a nation or a civilization may realize or 
take on. And the greater the population the greater the 
importance of leadership. Here is a fact that apparently 
Was not impressed upon this generation, either by educa- 


tion or otherwise. Yet the whole record of human history 
can best be interpreted in terms of leadership, or the lack 
thereof. 

Then also among the threats implicit in the stern facts 
of the day is the general inadequacy of leadership. One 
looking out as through a telescope on contemporary chaos 
is bound ultimately to focus upon the question of leader- 
ship as that particular feature common to all categories of 
human affairs which poses the paramount issue of our time. 
This issue pertains to the animating principle of life and 
leadership. Whatever the principle may be in each nation, 
the issue as to whether leadership shall be predicated on 
voluntaryism and cooperation or coercion confronts all 
peoples with challenges on every hand. 

Third among the stern facts which challenge education 
is the fact that leadership, in addition to knowledge in the 
category of human relationships, also is at a heavy discount. 
Instead of many leaders with responsibility and power 
widely diffused, the people of nation after nation have re- 
treated from reliance upon the many and concentrated 
power in the hands of the few. Thus as to responsibility 
in any immediate sense little need be said. There really is 
very little. But the main point to be made about the tendency 
toward discounting leadership is that incentives to leaders 
have been drastically limited or reduced. The penalties for 
failure have been so increased and the rewards for success 
have been so reduced that there are fewer reasons why per- 
sons should become leaders. So, fewer desire to be leaders. 

Thus I suggest that the challenge to education today is 
to survive because preparation for leadership is one of the 
main responsibilities of education; because leaders of today 
for the most part are products of the education of yesterday, 
and because the facts that stand out on every hand suggest 
that present day leadership is inadequate. And from this it 
follows that education hardly can escape in any general 
assessment of responsibility. If when ultimately made such 
an assessment be on an emotional basis and by the masses 
rather than rationally by competent authorities, survival of 
education as an intitution will indeed be a matter of con- 
cern to all thoughtful minds. 

But I imply no defeatist attitude. There are grounds for 
hope. And I offer no particular criticism with respect to 
the past. What is done cannot be undone. We are all 
parties to the record, good or bad though it may be. Educa- 
tion as an institution must survive. 

So I venture to examine the question of survival princi- 
pally from the standpoint of diagnosis, but with some atten- 
tion also to prescription. 


SIGNIFICANT FEATURES OF THE POSITION 


Centering our attention now on the United States, it 
seems to me that in analyzing the challenge to education 
we should remind ourselves of some of the more significant 
features of the position that confronts us in 1940. 


Economic Illiteracy 


First and foremost is economic illiteracy. It is said with 
increasing frequency that we are a nation of economic illit- 
erates. Now, what is economic illiteracy? Well, that is a 
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subject for a speech or a book by itself. But I will attempt 
i few hints at what it means to me. 

Fundamentally, economic illiteracy means a lack of aware- 
ness of values, their relations, and in a sense of means for 
their application. This of course with relation to mainte- 
nance of a stable social order, the production and distribu- 
tion of goods and services, and the organization and con- 
duct of human relationships. It means lack of concern for 
prospective gains in comparison with both immediate and 
ultimate costs. And I do not mean just financial gains 
and costs. It means lack of concern for expenditure in 
comparison with the prospective results thereof or in com- 
parison with available resources and relative needs. It means 
lack of concern for means and ends in comparison with 
past experience. It means lack of concern for the common 
good chiefly because of preoccupation with the individual 
good. In short, it means a general lack of social, economic 
and arithmetic consciousness and responsibility. 

As current manifestations of economic illiteracy may be 
cited prevailing notions about money, gold, silver, credit, 
government expenditures, social security, the relation of 
government to business, liberalism, economic planning, and 
other current hallucinations. 

For verification of the presence of economic illiteracy we 
need but consider the conditions within and the problems 
of the family, the social circle, the village, town, city, 
county, state and nation. 

Much more could be said but this should be sufficient 
to emphasize the challenge which economic illiteracy pre- 
sents to education. The general lack of preparation for 
life under the conditions implicit in a relatively high den- 
sity of population and a greater sum total of knowledge 
than has ever before been at the disposal of man indicates 
that in the face of general economic illiteracy education is 
challenged simply by the results. With preparation for 
life its principal function, with few of our 130 millions pre- 
pared for life, and with no reasonable basis for conceding 
that there might be an alibi open to an institution which 
has such an ultimate and final responsibility, education is 
indeed challenged by the chaos in human relationships today. 
And against such a fundamental debit its advantages and 
achievements can hardly provide sufficient credits to justify 
its continuance without fundamental orientation. 


Morality 


Next among the significant features of the present posi- 
tion comes morality. Here indeed is something basic that 
has hit a new low. However, I am not approaching the 
point in terms of the narrow definition of the word. By 
morality I mean a hereditary respect for the rules on which 
the existence of society is based. 

Decrescent morality is a feature of the whole position 
but in particular is it a characteristic of leadership. It has 
become a characteristic of leadership for one reason, because 
education has not functioned to prepare and develop lead- 
ers who know what morality is and how to maintain and 
increase it. In fact there are increasing numbers of thought- 
ful observers, all of whom are really prejudiced in favor of 
education of the right kind, who wonder if those who have 
set the motif of education in recent years were even aware 
of the rules on which the existence of society is based. 

And that is not all there is to be said about morality. In 
addition, it should be noted that the challenge to education 
arises in part from the fact that it has not been of much 
help in dealing with the mental instability of a generation 
which has experienced a somewhat too rapid emancipation 
from traditional moral and religious beliefs. 

Even more fundamental in the morality aspect of the 






position are the rules on which the existence of a society 
is based when it is a society predicated on capitalism. An 
almost explosive flowering of technology has enormously 
emphasized the significance of capitalism as the economic 
foundation of so-called democracy, yet education generally 
seems not to have apprehended or understood what is tak- 
ing place before its eyes. 

‘The existence of education as it has developed in the 
United States depends on our distinctive system of demo- 
cratic capitalism, but education does not prepare leaders to 
understand, protect, maintain and develop the system, and 
in fact has increasingly cast its influence on the side of 
measures operating to undermine the system. 

When the well-being of 130 millions of people is de- 
pendent on such a delicate aggregation of imponderables as 
those determining the flow of private capital, the question 
of morality looms large and of particular importance if 
leaders in government, business, education and religion have 
little or no understanding of what has thus become the 
basis and foundation of a scale of living sprung on tech- 
nology. 


The Refrigeration Propensity 


In addition to economic illiteracy and decrescent morality, 
another important feature of the present position might be 
described as the refrigeration propensity. The aim ap- 
parently is to freeze, to limit, to nail down, to set up arti- 
ficial ceilings, floors and walls, and even to chill the atmo- 
sphere within them. This tendency, of course, was under 
way before we started in to cool buildings in the name of 
air conditioning. To confine it to buildings is one thing. 
To extend it over society and throughout the various insti- 
tutions and agencies thereof, however, is something else, 

The tendency toward social refrigeration is the natural 
result of those abuses of a democratic system which are 
invited by a widespread condition of economic illiteracy and 
decrescent morality. Its manifestation easily takes the form 
of laws passed by the central government to contro] rather 
than regulate the affairs of one category of the economy 
after another. The most notable first step in this direction 
was the extension of the Interstate Commerce Act of 1905, 
with the result that a so-called commission came fully into 
control of the railroads of the United States, Notwithstand- 
ing the fact that the record shrieks the failure of the incubus 
thus set up as well as the threat implicit in its underlying 
philosophy, it is still pointed to with pride by many as @ 
shining example of successful administrative law. Of course, 
like any measure of the kind, it might have met with some 
success in its initial stage, but experience indicates that the 
initial stage of cure as a rule is the limit of the construc- 
tive life span of agencies falling within the category of 
administrative law. They have little value when the stage 
of prevention supervenes. And those set up for punitive pur- 
poses alone, like the National Labor Relations Board, have 
no effective life span in the constructive sense at all. Agen- 
cies for so-called control, economic planning, or whatever 
you may term it, for the most part are brought into being 
as the result of another tendency growing out of decay in 
our democratic system—that is, coercion by pressure groups. 

Not long ago a prominent national magazine enumerated 
sixty-two Federal agencies which have executive and judicial 
powers, of which fifty-one have been created in the past 
seven years. I will not burden you with an attempt to set 
forth a complete statement of the futility of this kind of 
approach to social problems, the colossal failure that virtu- 
ally all of these agencies represent when tested on a rational 
basis, or the perversion of their purposes in many directions. 
My reference to them is only important in relation to 
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the subject of the day because of their significance as a 
challenge to our whole system as well as to education and 
because they would not confront us as such except for a 
widespread condition of economic illiteracy. Apparently 
very few of either the followers or the leaders in the United 
States were prepared by education to recognize the nature 
or significance of one after another of these developments, 
proposed as most of them were for seemingly plausible 
reasons. It was not recognized by many that separately 
each represented one segment after another which fitted to- 
gether into a fairly complete structure of socialism. It was 
not recognized that there was a sufficient nucleus of those 
really informed who were to provide the stimuli and propul- 
sion for these measures because they wanted to undermine 
the distinctive American system sanctifying human personal- 
ity. It was not generally recognized that many of the lead- 
ers and agencies in the field of education that have played 
such a prominent part in proposing, promoting, establish- 
ing and conducting these various devices for social refrig- 
eration were disregarding the lessons of experience and 
turning their backs upon the implications of education with 
respect to sound methods of social reform. Few indeed 
seemed to know that the price we pay for a democratic sys- 
tem is the restriction of state action to those fields where 
agreement can be obtained. 

What seems even worse, however, is the fact that so many 
educators were so gullible as not to detect the program of 
penetration of the Communist Internationale when it was 
turned upon educators in the United States after 1921. It 
is no mere accident that so many academicians generated 
such powerful zeal for measures which directly or indirectly 
aid’ and support the program of the Communist Interna- 
tionale. A great many were taken in. And no small part 
of the significance of that fact from the standpoint of the 
present challenge to education arises from the collateral 
fact that so many did not possess a sufficient understanding 
of the underlying philosophy and of the operation of the 
American enterprise system to recognize the sophistries and 
social poisons in what they were imbibing. 

So now, as a result of shortcomings which go back to the 
inadequacies of education, we have a vast pyramid of laws, 
agencies and fantasies that must be taken down before the 
American people can resume progress. This hodgepodge of 
superstructure has put a ceiling on opportunity, thrown a 
wet blanket upon the spirit of enterprise and leadership, 
and condemned 130 million people to what relatively is 
mere subsistence while they drag about in the chains of a 
static economy. If they had not known something better, 
of course, it might not be so serious. But a great many Amer- 
ican people once tasted the fruits of a dynamic economy. 
And they rather liked the taste. 

Therefore, it is not only necessary that this pyramid of 
chains and unbalances be broken up for the benefit of the 
people of the country but also that education contemplate 
the necessity of aiding in the task for the protection of its 
own future. Freezing, ceilings, floors, et cetera, have a way 
of spreading out over a wider area than was expected by 
those who first set the forces in motion. I believe it was 
Machiavelli who observed: “Let no man who begins an 
innovation in a state think that he can stop it at his pleasure 
or coitrol it at his will.” Those so zealous to have educa- 
tion form the shape of things to come would do well to 
ask themselves how education can advocate or condone the 
freezing of everything else and expect to escape the same 
ultimate fate. 


The Three Key Logs in the National Jam 
There is much more to be said about the significant fea- 


tures of the position today but time will not permit dealing 
with them. We, of course, face the fact that a widespread 
lack of understanding of capitalism, misunderstanding of 
democracy, lack of understanding of the enterprise system 
on the part of those preparing people to participate therein, 
defaults in citizenship by the majority of the people, borrow 
and scatter as national policy, and many other similar atavis- 
tic measures not only present challenges to education on 
every hand but finally are engraved upon the record arith- 
metically in terms of a declining scale of living for all the 
people. 

However, there are three key logs in the national jam 
which have a relation to the subject of the day which might 
be brought in at this point by way of partial summary. 
These are the overwhelming pyramid of administrative law, 
the uneconomic policies imposed in the name of labor, and 
indiscriminate taxation. 

The pyramid of administrative law not only includes the 
galaxy of Federal commissions and bureaus, with their in- 
satiable appetites for more and more power, but an increasing 
number of state agencies similar in character. An important 
fact about them is that they represent remedies that are 
worse than the disease. An incidental fact of importance is 
that democratic capitalism, functioning through an enterprise 
system, cannot endure if such a pyramid of blind bureau- 
cracy continues to practice economic illiteracy in most of its 
acts. Primary in an economic system predicated on the sanc- 
tity of personality and such old ideas as freedom and justice 
are prices and competition. Even those who are alleged to 
be learned seem to have forgotten these simple terms, or at 
least to have lost consciousness of their significance and the 
regulating functions implicit in them in a system based on 
democratic capitalism. 

Another key log in the present jam may be described as 
the various measures embracing the uneconomic policies im- 
posed in the name of labor. For the most part what is 
going on ostensibly for the benefit of labor has no rational 
basis and is not for the benefit of labor. There is nothing 
new about it; it merely fits into one category of the pro- 
gram of superseding an enterprise system with socialism. 
For the most part its immediate aim is little more than the 
upbuilding of a labor monopoly. It is following in the steps 
of those European nations where labor organizations were 
used to build a dictatorship and then waked up one morn- 
ing to find the dictator’s heel on their necks. Incidentally, 
a scale of living sprung on technology and based on capital- 
ism and democracy will not continue its development very 
far, but on the contrary will go down under the pressure 
of any such untoward program, if it is prosecuted very long 
by a few in the name of the many who labor. 

Third among the key logs in the jam, and in some ways 
the most important, is indiscriminate taxation. From the 
standpoint of the well-being of 130 millions of people, taxa- 
tion in the United States has now reached the status of a 
racket. It is for the most part devoid of rhyme or reason, 
and this is merely another way of saying that it has no 
rational basis. Most of the so-called principles of taxation 
were always illusions. However, in some instances it is 
only recently that we have gained a sufficient perspective 
to realize it while others have been recognized as illusions 
only recently as a result of enlarging knowledge. Notwith- 
standing what is written in the textbooks or enunciated by 
tax pundits, ordinary common sense is still applicable in the 
field of taxation. It is still true that a levy of more than 
ten per cent on anything is not a tax but confiscation. It is 
still true that there is no rational basis for an income tax 
or taxes on net. It is still true that a scale of living based 
on technology cannot exist for long or develop far under 
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taxing measures such as those which now prevail in the 
United States. 


PRINCIPAL CAUSES 


Before referring to the consequences of these tendencies 
in the field of business I would like briefly to refer to what 
seem to me to be the principal causes of the failure of edu- 
cation to function in a manner which would have averted 
some of these conditions and tendencies. 

First among the causes seems to me to be the individual- 
istic character of education, the provincialism which pre- 
vails among educators, and their pre-occupation with the 
professional problems of education, with consequent neglect 
of the problems of education as a social institution. 

Next should be mentioned the inferiority complex not 
uncommon among educators. So many have acted as though 
they believed in George Bernard Shaw’s sarcastic observation 
to the effect that ““Those who can, do; those who can’t, 
teach.” In other words, some seem vaguely aware of the 
inadequacy of study and teaching alone as preparation for 
efficient participating citizenship in so-called democracy. This 
seems to have weighed upon their minds and to explain the 
symptoms of an endeavor to compensate. 

Another cause seems to lie in the fact that there is and 
has been a widespread deficiency in capacity for participat- 
ing citizenship among educators themselves. Many of those 
most articulate seem not to have understood the American 
idea or the distinctive features of the American system in 
comparison with other social and economic systems in the 
world. As a consequence they have as citizens taken promi- 
nent parts in the promotion of atavistic measures which 
have had the effect of impeding and undermining the en- 
terprise system upon which their existence depends. 

Of particular significance among causes giving rise to 
the challenge to education is the apparent absence of organi- 
zational responsibility in so many educational institutions. 
Faculty members not in executive positions seem to engage 
in outside activities and to take part in forming and carry- 
ing on the work of various agencies advocating or promot- 
ing social and economic changes and do so with authoriza- 
tion of the executive responsible for the affairs of the insti- 
tution. Thus the name of the institution is often associated 
with and utilized to advance measures which in the long 
run probably will have an adverse effect on the institution 
itself. In most cases this is a direct violation of sound or- 
ganization principle and even more fundamentally a viola- 
tion of the principle of agency. Rationalizing under the 
label of academic freedom can provide no extenuation or 
justification for such threats to wider realization by the 
people generally of the great potential advantages of modern 
organization. 

Then also among the causes seems to me to be the fact to 
which I have already referred—that so many educators were 
sold a bill of goods so easily by the socialists and communists. 
It is no mere accident that within the last generation many 
communistic and socialistic measures have sifted to the top 
and affected as well as been expressed in the national pol- 
icies of the past decade. This might not have happened if 
the established leaders had employed the rational procedures 
they advocate to students. Could anything be more futile 
than the denunciation of dictators and the simultaneous 
support of the very policies that have made dictatorship in- 
evitable elsewhere? 


THE CONSEQUENCES IN THE FIELD oF BUSINESS 


All of the foregoing not only present challenges to edu- 
cation from the standpoint of the future but have had the 
most serious consequences in the field of business. 









It is not necessary to look about far to discover that there 

are few business men who have the necessary economic 
understanding or the necessary understanding of an en- 
terprise system to protect and improve the American way 
of life in the business sector notwithstanding expensive edu- 
cations. 
It is also evident that very few business men have ary 
vision of the professional concept of leadership. Few indeed 
are prepared to recognize that there may be such an art 
as leadership or that there might be advantages in seeking 
out essential principles in this field and utilizing them for 
better leadership. Then, of particular importance, is the 
fact that education has not prepared the present generation 
of leaders to understand the modern corporation and the 
nature of leadership when inherently it becomes a trustee- 
ship. 

The inadequacies of previous education of course ac- 
count in large part for the fact that so many of the busi- 
ness leaders in whom the primary initiative in human affairs 
must reside if democratic capitalism is to endure took to 
cyclone cellars and failed to resist the onward march of 
the political buccaneers when they started to take the in- 
itiative away from business and to implement socialism in 
the nation. 

Having brought the inferiority complex into this dis- 
cussion, incidental reference perhaps should be made to what 
is sometimes described as the inferiority complex of business 
men in educational matters. I doubt that you will impute 
anything of the kind to me. But there is no doubt as to the 
backwardness of business men generally in venturing to 
offer their views and experience to education. Most of 
them act as though there were a mystical or magical quality 
in education beyond the ken of a layman. Because either of 
this or inertia, or both, they seldom exercise the functions 
implicit in a layman’s relation to an educational institution 
in the way necessary to exercise the function of their re- 
lation. They tend to leave the determination of educational 
policies almost entirely to educators. Few seem to realize 
the significance of the principle that a body remains in sus- 
pense or in motion on a straight line until deflected by an 
external force. Few seem to have heard of the very old 
principle of human association—that the expert should be 
on tap and not on top. And in saying this I am not sug- 
gesting that business should determine educational policies. 
I am suggesting, however, that laymen should determine 
educational policies. Then many business men who do 
hazard time and attention to education as laymen are 
charged with having left their business brains at their offices 
or homes when they have gone to meetings where responsi- 
bilities assumed for education should be discharged. No 
doubt there are some grounds for allegations of this char- 
acter. I recite them only to stress the fact that if men 
were even reasonably prepared for the various categories of 
leadership responsibility such things probably would not be 
said and there might be no rift between business and edu- 
cation. 

Probably the most serious illusion with which their edu- 
cation has left many business men is that it is possible to ac- 
complish by legislation what can be achieved only by edu- 
cation. Judging by the acts and utterances of many busi- 
ness men for more than a generation there has been a 
sufficient adherence to this illusion to cause many to take a 
prominent part in promoting legislation really having for 
its purpose control by law of one group or cross section of 
business for the benefit of another. Somehow they did not 
confront the situation with the understanding that once such 
forces are set in motion they run their course and political 
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exploitation of all parties will be the main result. Some- 
how they did not realize that there is no magic in govern- 
ment and law that will cure human deficiencies or the re- 
sults thereof in business. And all this is very old knowledge. 

So no realistic examination of the present situation or the 
causes thereof leaves leaders in any field of importance be- 
yond criticism or clothed with virtue. All are parties to and 
responsible for an unholy mess that ineptitude and incom- 
petence in the political, economic, educational and spiritual 
realms during the past generation have left on our door- 
step. 

Of course, I am aware that it would be more intriguing 
to dwell less on the present and past and more on the future. 
However, I doubt that the time for that has yet come. I 
believe that few among us are prepared to accept and be- 
lieve many of the unpleasant facts which I have already laid 
before you today. Unfortunately, analysis must precede syn- 
thesis in any rational process. Broadly speaking, the United 
States is merely on the verge of analysis and no one knows 
whether or when the appropriate moment for synthesis will 
come. 

But naturally I would not wish to terminate a discus- 
sion of this character without some slight reference to the 
future, and I will endeavor to confine it to a few of my own 
ideas about the direction of future policy for education. 


DirRECTION OF FuTuRE Po.icy 


The first and foremost need to be confronted in turning 
for a look ahead seems to be the necessity of preparing people 
to be followers in a system based on democratic capitalism. 
Of course, 1 do not mean that they should be prepared to 
be followers always and particularly if they are able to move 
up to a position of leadership. But we must prepare people 
so that consciously they can be good followers while in 
that status. 

Next, and of equal importance, is the parallel necessity 
of preparing individuals for leadership in a system based 
on enlightened democratic capitalism. 

Related to the foregoing and probably of equal impor- 
tance is the necessity of abandonment by educators of the 
concept which seems to dominate prevailing educational pol- 
icies at the college and higher levels, namely, that the pri- 
mary purpose of education is to prepare individuals to be 
professional educators. 

Then it is primary that education establish means by 
which it can collect and distill significant current experience 
in the social and economic categories and make it available 
as standards for self-application by free men rather than op- 
portunist prescription of laws chiefly for the benefit of pre- 
daceous authority. 

To the above ends it seems clear that education as a process 
must be revised so that the grammar, high school, prepara- 
tory, college and university categories are properly articu- 
lated in terms of distinctive purposes or emphases within 
each. Certainly during the primary and grammar school 
periods the main emphasis should be upon preparation of 
the individual to be an efficient social and economic unit, at 
least as a follower; secondary emphasis then should be on 
detecting and fostering leadership potentialities so that pro- 
spective leaders gradually are sifted out and may receive the 
special attention needed if later they are to qualify for 
modern leadership. 

The pinnacle of mere preparation for life and to make 
a living in a modern era should be reached at the end of 
the grammar school and whether persons go beyond that or 
not they should be qualified to be effective social and econ- 





nomic units, and efficient participating citizens in a republic, 
at least as followers. 

The emphasis on the organization and conduct of the 
educational process should shift in a basic way at the end of 
the grammar school period, and during the high school stage 
the primary emphasis on preparation for leadership should 
set in. This should reach its culmination at the college 
stage so far as leadership of the executive type is concerned. 
However, during this period those qualified for what might 
be termed technical and professional leadership rather than 
executive should be differentiated and should continue on 
with the necessary further specialization to foster the flower- 
ing of whatever genius they may have. 

Throughout the whole educational adventure the pur- 
pose should be to prepare persons to carry forward and 
apply the social, economic and human relationship experi- 
ence of the race. Curricula should have a real coherence. 
Elective and required subjects should be reconsidered gen- 
erally and all those necessary to prepare the individual for 
participating citizenship in an enterprise system based on 
democratic capitalism should be required. We should stop 
temporizing about what comes first and make certain that 
those subjects are required which the oncoming generation 
needs in order to carry forward and apply the social and 
economic experience of the race. Unless succeeding genera- 
tions do a better job of beginning where their predecessors 
left off, of what avail is education? 

The organizational structure of educational institutions 
should be reconsidered in order to take advantage of ex- 
perience in the field of organization and administration. 

The financial policy of education should be revised in a 
basic way. 

And this is not to say that no other orientation measures 
are necessary. I merely attempt to point out where it seems 
that emphases should be placed quickly and with increasing 
pressure if education is to meet the challenge which con- 
fronts it now at the eleventh hour. 


On the basis of the record and the present position, educa- 
tion as it stands in the United States is not worth what it 
costs. Most of the conversation and squabbling about ex- 
penditures on education is wasted breath and energy. Today 
the confidence of the American people in education is based 
on their faith in its potentialities, not on recognition of its 
current usefulness and value. 

Turning now to the theme of the day directly, I approach 
the conclusion by suggesting that the responsibility of colleges 
to business and industry is to understand the distinctive en- 
terprise system of America and to proceed at once to meet 
its educational needs. The challenge to education is to sur- 
vive. Education and the college as one of its primary in- 
struments will not survive except possibly as minions of the 
ideological police of a totalitarian state unless the enterprise 
system survives. The enterprise system with all that it means 
to personality, liberty, opportunity and the good life is pretty 
far gone. A vast reconstruction is necessary if the United 
States is not to go on and wind up with New Zealand on 
the one hand or Europe totalitarian states on the other. 

Finally, let me sound a hopeful note. I understand that 
the Chinese word for crisis is a pictorial character, one part 
of which signifies disaster and the other opportunity. 

Never before have the people of the United States con- 
fronted opportunity such as that potentially before them to- 
day. Realization depends on whether they take the greater 
path or the lesser path. The greater path begins with the 
fact that the greatest reforms in history represent the undoing 
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of previous mistakes. If a sufficient number will strive in a 
genuine spirit of good will and cooperation to reestablish and 
rejuvenate the distinctive American system based on spiritual 
freedom, representative democracy and private enterprise 
the unparalleled potential opportunities may become real. 
The challenge to education and to the colleges in particular 





Our Present Gold Problem 


THERE IS NO PERFECT SOLUTION 


is to assist them to take the greater path, more difficult 
though it may be, and at the same time to bring all the 
resources of higher education to bear on the task of pre- 
paring the oncoming generation for life and of developing 
the kind of leadership that will enable a great nation to 
keep its appointment with destiny. 


By EDWIN WALTER KEMMERER, Walker Professor of International Finance at Princeton University 


Delivered before the Annual Convention of The Manufacturers’ Association of New Jersey 


Atlantic City, New Jersey, May 4, 1940 


gold, and, strange to say, although gold more than any 
other commodity, is a symbol of wealth, most of this 
talk is about an alleged excessive supply of gold. We are 
told that the annual rate of gold production today is about 
twice what it was only ten years ago, that, although the 
world’s stock of gold is the accumulation of the ages, our 
stock of monetary gold has increased about 47 per cent 
within ten years, and that the mines are turning out gold 
as never before in history. And, most important of all for 
us in America, it is pointed out that a rapidly increasing 
proportion of the world’s stock of monetary gold is piling 
up in this country. Twenty years ago we had 37 per cent 
of this stock, ten years ago 38 per cent, and today we have 
about 68 per cent. Deep pessimism is then reached in the 
declaration that our $18 billion of monetary gold in the 
United States is being buried at Fort Knox, Kentucky, thus 
being returned to the earth whence it came, and where it is 
declared to have no more monetary usefulness than it had 
before it was originally dug out. And finally, it is said, 
after wise old Europe has succeeded in selling to “easy- 
mark” Uncle Sam all of its gold in exchange for good 
American products, Europe will demonetize gold, and Uncle 
Sam will be left “holding the bag.” Slightly paraphrasing 
the familiar lines of Pope: 
"Tis Gold but sent to keep us fools in play 
For us to heap and then to throw away. 
This is a dismal picture, but an examination of the facts, 
I believe, will show that, although the situation is trouble- 
some, it is nothing like so black as it is painted. 


|: the United States nowadays everyone is talking about 


A Few SIGNIFICANT Facts AND PRINCIPLES 


Let us note at the beginning a few significant facts and 
principles by way of providing a background that may help 
in the interpretation of what is happening. 

First. This so-called deluge of gold is not a new experi- 
ence in the history of the last few generations. For the 
period 1930 to 1939, for example, the world’s gold produc- 
tion increased by 65 per cent over that of the corresponding 
period ending with the crisis year 1929, but for the period 
1841 to 1850 it increased 170 per cent over the like pre- 
ceding period, and for the period 1891 to 1900 it increased 
98 per cent. 

Second. The fear entertained in many circles that the 
present large production of gold will so cheapen the yellow 
metal as to destroy the gold standard, is a fear of very recent 
origin. It was only a few years ago that many leading econ- 
omists and statesmen in Europe and America were greatly 
concerned over the prospect that a declining gold produc- 


tion would soon cause falling commodity prices in all gold- 
standard countries, and thereby endanger the gold standard. 
Between 1915 and 1923, the world’s annual production of 
gold actually declined by 32 per cent, and not until 1932 
did production of gold get back to the volume of 1915— 
seventeen years before. From 1929 to 1932 this subject was 
given most anxious study by an international committee of 
the League of Nations known as The Gold Delegation. 
The results of the study were published in a number of 
voluminous reports, whose conclusions, supported by such 
men as Professor Gustav Cassel, the well-known Swedish 
economist, and Joseph Kitchen, an eminent British engi- 
neer, were very pessimistic. In one of these volumes, Pro- 
fessor Cassel, after maintaining that the world’s stock of 
monetary gold needed to increase at the rate of 3 per cent 
per annum, cumulatively, to make possible the maintenance 
of a stable price level in gold-standard countries, said: 


“If we have to face in the future a gradual exhaustion 
of the South African gold mines, and if no new gold 
discoveries make up for this loss, a serious fall in the 
absolute gold production is unavoidable, and we may 
easily come down to a gold production amounting to less 
than half of what is necessary for the stability of the 
price level. Under such circumstances, we have to expect 
a continuous and unlimited fall in the general level of 
prices. Such a prospect must of course be very discour- 
aging for enterprise and, under such circumstances, eco- 
nomic progress would doubtless be seriously hampered. 
It is therefore a question of the highest importance to the 
whole world whether anything can be done to effect such 
a reduction in the monetary demand for gold as would 
compensate for the increasing scarcity of the metal.” 


That statement was made only ten years ago, but the fear 
of a gold famine then expressed has now changed to the 
fear of a gold deluge. 

Third. The third point to note, in this preliminary. 
statement of significant facts and principles in relation to 
this problem, is nothing less than the fundamental principle 
of value itself. It is the old economic law of demand and 
supply. This law says that if you increase the supply of any 
commodity relative to the demand, the value of that com- 
modity declines, and if you increase the demand relative to 
the supply, the value of the commodity rises. Under the 
force of this law, broadly interpreted, every commodity tends 
to move, both domestically and internationally, from the 
place where it is cheap to the place where it is dear, and it 
so moves whenever its value in the better market is suffi- 
ciently higher than in the poorer market to pay all expenses 
incidental to its shipment and sale, and, in addition, to 
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yield what the parties concerned consider to be an adequate 
profit. In the interpretation of this law, it must be empha- 
sized that the terms “better market” and “poorer market” 
are relative terms and must be interpreted broadly. Such 
matters, for example, as shipping expenses, tariffs, and other 
trade restrictions, and all other obstacles and risks involved 
in the entire transaction, must be allowed for. This law of 
demand and supply, so interpreted, applies to the movement 
of gold as it does to the movement of every other commod- 
ity. Gold leaves Europe and comes to America only when, 
all things considered, it is worth more here than there by 
enough to make its shipment to this country appear profit- 
able. Gold flows easily in international trade because it 
carries a large value in a small bulk, and because it is the 
most highly marketable, the most exchangeable commodity 
in the world. 

In the application of this law of demand and supply to 
our American gold problem, we must also bear in mind that 
the United States has a gold-standard monetary system, 
a rather weak variety of gold standard, but still a gold 
standard. By this I mean that we maintain the value of all 
of our various kinds of money and of bank deposit currency, 
dollar for dollar, at the value of a fixed quantity of gold 
in the world’s gold market, and that is the essence of the 
gold standard. That quantity of gold whose value we call 
a dollar has been for the time being administratively deter- 
mined by the President under the authority of the Gold 
Reserve Act of 1934. It is 13.71 grains of pure gold, or 
1/35th of an ounce, which is merely another way of saying 
that the official price of gold in the United States is $35 
an ounce. So long as the United States government, or its 
agencies, in dealing with foreign central banks and govern- 
ments, continues its present policy of buying and selling 
gold practically on demand at a fixed rate, and so long as 
the government continues in this connection to permit the 
gold to be freely imported and exported, and permits the 
supply of currency and bank credit to respond to these gold 
movements, the gold value of the dollar will be maintained 
very close to the value of a fixed quantity of gold in a free 
market, and the United States will continue to be on the 
gold standard. 

When gold comes into the country, it exercises a force 
in the direction of expanding the currency in the United 
States and of making both gold and the dollar cheaper here 
than abroad, and when it goes out, it exercises pressure in 
the opposite direction. The gold reserve of a country there- 
fore acts as a regulator fund, receiving gold and tending to 
expand the currency at one time, and giving it out and tend- 
ing to contract the currency at another time. These gold 
movements influence the value of the dollar only through 
influencing the supply of our circulating media—money and 
deposit currency—relative to the demand. 

From this explanation of how a gold reserve functions in 
a gold-standard country under the law of demand and sup- 
ply, it should be evident that the frequently heard claim that 
our gold reserve is useless because it is buried in the ground 
at Fort Knox, Kentucky, is economic nonsense. A gold 
reserve functions properly under a gold-standard system if 
it acts, in the manner described, as a regulator fund. From 
a monetary point of view, it is of no consequence whatsoever 
where in the United States the gold in our reserve happens 
to be physically located, whether on the top floor of a fed- 
eral reserve bank, or in the sub-cellar, whether in New 
York, Washington, San Francisco, Fort Knox, or some other 
city. It is the use that is made of the reserve, not the phys- 
ical location, that is important. 

In this connection, the fact is interesting, but of no im- 






portance, that recently published figures show that, as of 
November 30 last year, less than one-third of our govern- 
ment gold was actually at Fort Knox and over a third was 
in New York City, while nearly a fourth of the total was 
at Denver. 

Let us now turn from generalities and consider the spe- 
cific problem of our excess supply of gold in the United 
States, and first ask: How great is this excess? 


How Great Is Our Excess or Monetary GOLpD 
IN THE UNITED STATES? 


In the middle of the supposedly normal year 1926, we 
owned in the United States $4.4 billion of monetary gold, 
and at the end of February of this year we owned $18.2 
billion, which at first glance looks like a stupendous increase, 
an increase of 309 per cent in 14 years. 

These figures, however, are misleading unless substan- 
tially qualified. The gold dollar of 1940 contains 41 per 
cent less gold than did the gold dollar of 1926. When 
allowance is made for this fact, the above-mentioned in- 
crease of 309 per cent dwindles to 141 per cent. Further- 
more, the world stock of monetary gold itself increased 
during this period by about 65 per cent, so that nearly half 
the amount of our real increase can be explained on the 
basis of the increase in the world’s stock itself. Of the 
officially reported gold held by central banks and govern- 
ments at the end of 1926, the United States owned 44 per 
cent, and by the end of 1939, it owned 68 per cent. 

A frequent estimate is that in normal times we perform 
in the United States about 40 per cent of the world’s total 
business. Accepting this as a fair guess, our stock of mone- 
tary gold in the United States today, if conditions were 
normal, should be $10.5 billion instead of $18.2 billion, or 
$7.7 billion less than we have. But these are not normal 
times. A large part of Europe and of Asia is ablaze with 
war, and many countries that are not actually at war are 
fearful of being soon involved, and are on a semi-wartime 
economy. This has an important bearing which we shall 
discuss later in connection with our next subject—the 
reasons why the United States of late has been receiving so 
much gold. 


Wuy Go.p 1n SucH Larce Vo_umeE Has BEEN 
Pourinc INTO THE UNITED STATES 


First. There was the government’s debasement of the 
dollar, which, between early March 1933 and the end of 
January 1934, reduced the gold content of our monetary 
unit by 41 per cent. By this change, the old coined dollar 
contained enough gold to make $1.69 of the new uncoined 
gold dollar, or in other words, the new uncoined gold dollar 
was given the gold equivalent of 59 cents of the old coined 
dollar. If commodity prices should have risen at once and 
proportionately to this reduction in the gold content of the 
dollar, they would have risen 69 per cent on the average. 
Such price adjustments, however, when a currency is de- 
based, take place very slowly and timewise very unevenly 
among the different kinds of goods and services. While, for 
example, if a nation’s gold-standard monetary unit is cut in 
half, the commodity price level, as a long-run proposition, 
will probably be approximately twice as high as it would 
have been had no change in the unit been made, the time 
required for such adjustment is usually very long. Until 
commodity prices respond sufficiently to register such a re- 
duction in the gold content of the dollar, they will be lower 
within the country than they are abroad in gold-standard 
countries that have not debased their currencies. In other 
words, any given quantity of gold, say an ounce, will buy 
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more goods here than it will in such foreign countries, and 
gold will accordingly tend to flow here from abroad seeking 
the better market for gold, while goods and securities will 
tend to flow out in greater volume, seeking the better mar- 
ket abroad, until the increased supply of gold in this country 
and the decreased supply abroad shal! make gold sufficiently 
cheaper here and sufficiently dearer abroad in terms of goods 
to restore the equilibrium between its value here and abroad. 
This is one important reason for the heavy net flow of gold 
into the United States during recent years. But it should 
be remembered that a large part of the world, including 
Great Britain and her dependencies, and the Scandinavian 
countries, left the gold standard before we did, while France, 
Holland, and a number of other countries, went off the gold 
standard after we had devalued our dollar, so that the pull 
in this direction on the world’s stock of gold that would 
naturally have been exerted by our own currency debase- 
ment was to a large degree offset by a pull in the other 
direction caused by currency depreciation in the other coun- 
tries that were also going off the gold standard. 


Our SHARE OF WorLp’s INCREASED GOLD PRODUCTION 


Second. Another reason why we should have much more 
monetary gold in the United States than we had prior to 
the world depression, although not a reason for our larger 


proportion of the world’s gold, is the simple fact that there - 


is much more monetary gold in the world to be distributed. 
The world’s annual production of gold, in terms of our 
present uncoined gold dollar, declined from a maximum of 
about $800 million in 1915 to a low of $542 million in 
1922, and then advanced slowly until it reached $665 mil- 
lion in 1929. Since that date it has shown a large increase 
every year, the production for 1939 being double that of 
ten years before. Under normal conditions the United States 
should have received something like 40 per cent of this 
enormous increase in the world’s stock of gold. Much of 
this must be imported because, although we are by far the 
largest user of gold in the world even under normal condi- 
tions, we produce in the United States only about one-sixth 
of the world’s annual product, being outclassed by South 
Africa and Russia, and almost equaled by Canada. 


SH1Ft oF GoLtp To Monetary UsEs 
From Non-Mownetary UsEs 


Third. A third reason why we in the United States 
should have much more monetary gold than formerly, but 
again not a reason for a larger proportion of the world’s 
stock of monetary gold, is the recent large shift of gold to 
the monetary uses from the non-monetary uses. The world’s 
demand for gold is commonly divided into three parts: (a) 
a merchandising demand, covering dentistry, jewelry, and 
other industrial uses, (b) a hoarding demand, chiefly for 
India and China, and (c) a monetary demand. 

With the world-wide depression prevailing for most of 
the time during recent years,.with wars in Europe and Asia, 
and with commodity prices rising rapidly in paper-money 
countries, while wages lagged behind, the public demand for 
gold, for jewelry and other ornament, has greatly fallen 
off. People simply can’t afford such luxuries, and are even 
compelled to sell as gold bullion much of what they already 
owned. For illustration, the net supply of new gold fur- 
nished by the United States mints for use in the manufac- 
tures and arts for the ten years 1919 to 1928 inclusive was 
16,960,000 ounces, about the equivalent of $593 million of 
our present uncoined gold dollar, and for the ten years 
1929 to 1938 inclusive, it was minus $34 million. In other 
words, in the United States, which is by far the largest user 









of gold in manufacturing and the arts of any country in the 
world, there was a net absorption on the basis of mint trans- 
actions of nearly $34 million of gold from manufactures 
and the arts into monetary uses during this latter period, 
compared with a net flow of approximately $593 million 
from the monetary uses into manufactures and the arts 
during the preceding ten years. 


Deg-HoarpINc oF GOLD IN THE ORIENT 


India has long been called “the sink of the precious 
metals,” on the theory that gold and silver once gone into 
the country were largely hoarded and rarely ever came out 
again. Banking facilities there have been meager, and the 
common people, as well as many “princes of the blood,” 
have kept their savings largely in the form of the precious 
metals—coin, bullion, or jewelry—the so-called hoards of 
India. Except in years of famine, when these hoards are 
temporarily depleted to provide funds for keeping their 
owners from starvation, nearly every year witnesses heavy 
net imports of gold into India, which are supplemented by a 
small gold production within the country itself. For the 
nine years ending 1930, in every one of which there was a 
net importation of gold into India, the total net importa- 
tion was 1,542,000,000 new dollars, or an annual average 
of $171,000,000. Then the world depression struck India 
hard, and also silver became cheaper in terms of gold, and 
therefore to many people more attractive than gold as a 
metal for hoarding. As a result of these and other causes, 
for the succeeding nine years ending 1939, there was a heavy 
net exportation of gold from India every year, the total net 
export for the nine years ending 1939 having been 1,398 
million new dollars, or an annual average of $155 million. 
This shift of India from the position of a country that 
annually absorbed from abroad gold equivalent to over one- 
fourth of the world’s total annual gold production, to that 
of a country that is annually dumping on the world’s mar- 
ket gold equivalent to about 15 per cent of the world’s 
annual gold production, is an important factor in explaining 
the large recent increase in our American supply of monetary 
gold. What has been said of de-hoarding in India is also 
true in China, although to a much smaller extent. Concern- 
ing China, no satisfactory figures are available. 


Heavy Exports or War SupPLIgEs 


A fourth important reason for the strong flow of gold to 
the United States in recent years, and also a reason for our 
increased proportion of the world’s gold, is the abnormally 
heavy demand upon us of late for military supplies and other 
sinews of war on the part of belligerent and prospectively 
belligerent countries in Europe and Asia. In this connec- 
tion, payment to us in the form of gold bullion has been 
greatly augmented by our high tariff policy, our “cash-and- 
carry” law, and by the Johnson law prohibiting loans in 
the United States to nations whose governments are in de- 
fault on their debts to us. During the five years ended last 
June, our merchandise exports exceeded our merchandise 
imports by approximately $2.3 billion. 


FLIGHT OF CAPITAL TO AMERICA 


A fifth item, and by far the most important one in ex- 
plaining the heavy flow of gold to this country, an item 
accounting for something like $7 billion of the total gold 
stock, is the fact that a war-ridden and war-scared Europe 
and Asia are transferring their liquid capital here for invest- 
ment—with primary regard for security. This is refugee 
capital seeking asylum in the United States. For the most 
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part, it is invested in American securities and maintained 
as deposits in American banks. 

There was a similar strong movement of gold to the 
United States from Europe at the time of the first World 
War, followed by a return movement after the war was 
over. At the end of 1914 the United States held 23 per 
cent of the world’s stock of monetary gold, ten years later 
we held 46 per cent, while at the end of 1928 we held only 
37 per cent. 

This summary, though not complete, covers the principal 
forces that are contributing to the growth of our American 
gold supply. Some of them are of an enduring character, 
but others are of a temporary nature and will cease to 
operate when the world once again returns to normalcy. 
Just as we were called upon after the first World War to 
send back to Europe large quantities of gold that came to us 
from Europe during the war, so likewise after the present 
war, there will be a strong return flow of gold to Europe. 
After a few years of experience with inconvertible paper 
currencies, most countries will be as glad to return again to 
the gold standard as they were after the last war. When- 
ever they are ready, we will be glad, I am sure, to sell them 
the gold they need at the current market price. During the 
World War, every country on the gold standard gave it up, 
but by 1929 over forty countries had returned to the gold 
basis. 

PreseNT HicH VALUE oF GOLD 


It is a highly significant fact in this gold situation, that 
although the value of gold, like the value of every other 
commodity, is the resultant of the interaction of the forces 
of demand and supply, and although gold production has 
increased enormously in recent years, and there has been 
this heavy flow of gold to the United States, gold has been 
actually more valuable, that is, has had a higher purchas- 
ing power in the United States during the last half-dozen 
years, than at any other equivalent period for a hundred 
and forty years. Our so-called “59-cent dollar” today in 
reality buys about 25 per cent more goods at wholesale than 
did our old dollar in the prosperous year 1926. 

The fact that gold maintains such a high value in terms 
of goods in the face of an enormous increase in its rate of 
production, and of the almost complete discontinuance of 
the gold standard outside of the United States, is evidence 
of a powerful demand for gold, and shows that the world 
still maintains great confidence in the “King of metals”. Gold 
continues to be the most universally desired of all metals, 
the most highly exchangeable commodity in the world, and 
the metal in which the public has the greatest confidence 
_ in times of great danger like the present. 

Despite the enormous flow of gold to this country during 
recent years, a flow motivated, as we have seen, largely by 
a “flight of capital” seeking asylum from war-ridden Europe, 
and by the necessity Europe is under of selling even its 
shirt to obtain munitions and other war supplies for pre- 
serving its existence, the twelve leading countries of Europe, 
for which we have reasonably satisfactory figures for the 
latter part of 1939, then had 3 per cent more monetary 
gold than they had in September 1931, when England went 
off the gold standard. During recent years, we have not 
been so much depleting Europe of its stock of gold, as we 
have been absorbing newly mined gold, de-hoarded gold from 
India, and gold coming from the arts into monetary uses. 


ProBABLE Furure DeEcLINE IN VALUE oF GOLD 


Since the value of gold is at present high, a fact that is 
greatly stimulating its production, and since it is high be- 





cause of an abnormally high demand growing out of a 
scramble for security and for a highly liquid means of pay- 
ment in a world distracted by war and by a long-continued 
economic depression, we may reasonably expect that, when 
peace and economic security are again restored, the demand 
for gold will decline, and the value of gold in terms of 
goods will fall. In other words, when a scared world re- 
leases its hoarded monetary gold and again permits its gold 
to function normally, the purchasing power of gold will fall, 
and the fall will probably be at least to the pre-depression 
level of the supposedly normal year 1926. If this forecast 
proves true, we will have higher commodity prices in the 
future than we have now; or, in other words, the gold we 
are now receiving will have less purchasing power in the 
world’s markets than it has at the present time. If, for 
example, the purchasing power of gold should merely re- 
turn to what it was in the supposedly normal year 1926, 
commodity prices in this country would stand at a level 
69 per cent higher than they were in that year, because the 
dollar of 1926 is the gold equivalent of $1.69 of 1940. In- 
crease the wholesale price level of 1926 by 69 per cent, and 
you would more than double the wholesale price level of 
today. 

In making our present-day heavy purchases of gold, we 
are obviously buying in excess of our monetary needs a 
commodity that is likely to depreciate substantially in the 
future. Why, then, it may be asked, do we not stop these 
purchases, or at least reduce their volume by lowering the 
price we pay? This is one of the many questions we con- 
tinually meet in public life to which the answer is nothing 
like so simple as it may appear on the surface. 


PossIBLE CONSEQUENCES OF OuR DISCONTINUING 
THE PURCHASE OF GOLD 


Let us first consider the advisability of prohibiting the 
further importation of gold and of stopping its purchase. 
Among the consequences of such a policy would be the 
following: 

(1) It would divorce the value of gold in the United 
States, and therefore the value of our dollar, from the value 
of gold in the world’s markets, and would thereby destroy 
our American gold standard, and put the country on a 
managed paper-money standard, with all the difficulties and 
dangers that that would involve. 

(2) It would give a severe shock to the world’s gold 
market and depress the value of gold in that market. 

(3) It would take from Europe and particularly from 
the Allied democracies, which are desperately in need of 
American supplies, an important means of paying for them, 
and thereby greatly weaken them in their struggle for 
existence against the totalitarian powers. In doing so, it 
would harm American business by destroying much of our 
export trade. 

(4) It would weaken the world’s confidence in gold and 
lessen the chances of an early return of the nations of the 
world to a gold basis after the war. The effect of this would 
be unfavorable to us as the holder of two-thirds of the 
world’s total stock of monetary gold. 


REDUCING THE Price WE Pay ror GOLD 


Much can be said in favor of the other suggestion that 
we continue to purchase the gold offered to us, but sub- 
stantially reduce the price we pay for it. Such a policy 
would tend to reduce the inflow of gold, at least for a time, 
and would reduce the potential gold inflation of the future. 
It would, however, have the same sort of immediate effect 
upon our exports to Europe as would the discontinuance 
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of our gold purchases entirely, but to a lesser degree, ac- 
cording to the extent to which we should reduce our gold 
price. 

Any substantial reduction in the price which we should 
pay for gold, while we remain on the gold standard, would 
have repercussions, and especially political repercussions, of 
a serious character. The consequences of such a reduction 
in our price for gold may be shown by making a rather 
extreme assumption—an assumption, however, representing 
a policy that is advocated by many people. The assumption 
is that we reduce the price of gold from the present one of 
$35 an ounce to the pre-Roosevelt price of $20.67 an ounce, 
which would be equivalent to restoring our old gold-dollar 
unit of value. 

This would be a highly deflationary monetary policy, in- 
creasing the gold content of the dollar from 13.71 grains 
of gold to 23.22 grains, or by 69 per cent, at a time when 
commodity prices are still far below the pre-depression level, 
and when the prices of farm products are substantially be- 
low the level of those of other commodities. The plan would 
raise the gold value of the dollar by 69 per cent, and ulti- 
mately—which in this case might be a long way off—would 
tend to make commodity prices rule at a level about 41 
per cent lower than they otherwise would be. 

This increase in the gold value of the dollar would be 
particularly important in its bearing on debts and upon 
government finance. Regardless of the merits of the case as 
a long-run proposition, concerning which intelligent opinion 
may well differ, think of the popular appeal of the political 
argument that would be advanced against such a proposal! 
It would be said that you were proposing to rob the debtor 
classes by raising the value of the dollar in terms of which 
were payable the farmers’ $7 billion of mortgages, the $18 
odd billion of mortgages on private homes, the $40 odd bil- 
lion of national government debt, and some $20 billion of 
state and local debt, to say nothing of many billions in other 
debts. And to whom, the critics would ask, will these debts 
be paid in “$1.69 dollars”? Why! to the economic royalists 
who hold the mortgages and the bonds, the great banks and 
bankers, the insurance companies, and the idle rich. And 
who would provide the funds by which the government would 
pay the grasping holders of federal, state, and municipal 
bonds in this dollar of greatly enhanced value? The over- 
burdened taxpayer, of course. And who would make up 
the shrinkage of $7 odd billion in the government’s gold 
reserve that would be caused by the fact that all of its 
$18 billion of gold would now be reconverted from the 
“new 59-cent dollar” to the “old 100-cent dollar’? Again 
the answer would be: the taxpayer would have to stand 
the gaff. 

While such claims would be grossly one-sided, they would 
contain some truth, and their appeal to the voter would be 
irresistible. It would be another clarion cry of “you shall 
not crucify mankind upon the cross of gold.” 

In my judgment, therefore, any solution of our gold 
problem that involves a substantial increase in the gold 
content of the dollar, or in other words, a substantial re- 
duction in the price of gold, is politically unworkable. Re- 





gardless of any merits it may have, we might as well for- 
get it. 
SoME SUGGESTIONS 

What, then, you may ask, is the solution of the problem? 
There is no perfect solution. Every solution involves the 
weighing of pro’s and con’s, both economic and political, 
and the striking of a balance. I will merely make a few 
suggestions of what I believe should be important elements 
in our future monetary policy. They are: 

(1) Continue the gold standard. It is far from being a 
perfect standard, but it offers the best promise for the future 
of any standard with which the world has had experience 
during its thousands of years of monetary experimentation, 
and it is the only standard that offers any reasonable promise 
of being an international standard on an extensive scale. 

(2) Leave the gold content of the dollar where it is, 
13.71 grains of gold, representing a gold price of $35 an 
ounce. Buy and sell gold freely at this price through the 
federal reserve banks, and permit its importation and ex- 
portation without restriction. Do not again resort to the 
policy of gold sterilization, which is expensive and in direct 
conflict with essential requirements of the gold standard. 

(3) Take away from the President the power to alter 
the gold content of the dollar, and to change the price of 
gold, as well as all of his silver purchase powers, his powers 
to alter the content of the silver dollar, to coin the silver 
seignorage, to establish bimetallism, to issue more greenbacks, 
and the like. Gradually sell all of our vast accumulation of 
useless monetary silver, except the small amount needed for 
fractional coinage. Make the gold dollar a statutory dol- 
lar, and the gold standard a statutory standard, instead of 
continuing the present uncertain situation in which the Presi- 
dent has practically absolute power over the nation’s cur- 
rency. This means the effective return to Congress of ‘the 
power given it by the Constitution: “to coin money and 
regulate the value thereof.” 

(4) Restore gold coins to circulation, thereby strengthen- 
ing public confidence in the currency, and helping to clinch 
the present gold dollar against the tirades of the inflation- 
ists; but in doing so, recognize the fact that the public will 
not demand much gold coin after they once learn they can 
have it, and that the restoration of gold coin to circulation 
will not stop the flow of gold to this country. 

(5) Restore the country’s gold reserves to the federal re- 
serve banks, making the federal reserve system responsible 
for the administration of the nation’s monetary policy, and 
do away with the present unfortunate division of responsi- 
bility in this matter between the Treasury and the federal 
reserve system. 

(6) Plan for an ultimate reorganization of our currency 
that will withdraw from circulation all kinds of paper 
money except federal reserve notes, and restore to these notes 
full convertibility into gold on demand. 

(7) As soon as the European war is over and conditions 
in Europe are propitious, call an international monetary 
conference with the object of formulating plans for inter- 
national action to restore and improve the gold standard. 
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have done today. There has been a great need of a 

better understanding between education and industry. 
We think of each other as being something separate, and 
yet the one group trains for the other. 

There is one thing that seems to have been growing for 
a great many years, and that is the idea that we have 
reached a stopping place in development, and that, there- 
fore, perhaps there should be quite a different shift in the 
educational program. 

We have emphasized two or three times the fact of what 
we think our great problem in this country is, the excess 
of men, money and materials. That can only mean, to a 
primitive mind like mine, that we haven’t any projects, or 
we haven’t enough projects. 

Now, as to why we haven’t, I don’t know. I am only 
saying that if we had enough new products, this whole 
question of the economic status quo, so to speak—this re- 
minds me of a story which I think I will tell here, of a 
colored preacher who came to a new congregation. They 
had a little altercation in the congregation, so they thought 
they would find the new preacher and get him to try to 
settle it. He tried to avoid being dragged into it. 

But the first night that he got up to preach, after he had 
made the announcements, one of the deacons got up and 
said, “Parson, don’t you think you ought to say something 
about this here altercation in the congregation ?” 

He said, “I don’t think we had better do that. I think 
we had better let that remain in status quo.” 

The deacon said, ‘Well, I know what status quo means, 
but I am afraid these brethren and sistern don’t.” 

“Tt means what it says,” said the preacher. “Status quo 
is the Latin for the mess we is in.” 

So what we need to do is to get out of this status quo 
situation and expand industry. 

What new things are we going to have? I don’t know. 
Looking back, we can see. We have tried to show you in 
these various exhibits where industries came from, how they 
got started, what little, simple inventions were made and 
how they were ridiculed at the time. 

It is only a little over thirty-six years since the Wrights 
made their first non-stop flight of twelve seconds—120 feet. 
What would they have thought if somebody at Kitty Hawk 
had tried to sell an airplane ticket to Europe? Everybody 
was perfectly sure you couldn’t fly. 

You know, one time a lecturer was standing in a grand- 
stand saying how impossible it was to make a flight in a 
heavier-than-air machine. When the fellow was in the 
midst of his lecture, he found Wilbur Wright was in the 
air above him, which kind of upset his lecture. 

One thing that isn’t understood generally by industry, 
politics or by people in general, and that is the extreme 
difficulty of getting a new thing started. If we could get a 
history of how these industries do get started, it is amazing 
what they have to go through. That shirt-losing zone has 
been sometimes almost a life-losing zone. 

‘The story was mentioned this afternoon of Charles Good- 
year. The Goodyear Tire & Rubber Company has published 


I: is a great opportunity for us to get together as we 





a wonderful book on Goodyear, the rubber pioneer. You 
couldn’t believe that anybody would go through the diffi- 
culties that Goodyear went through to get vulcanized rub- 
ber. The thing he did wasn’t an invention at all. The 
thing he did was to have the nerve to try what everybody 
knew wouldn’t work. Rubber was always sticky, and if 
it got warm it stretched. To avoid that, they sprinkled the 
cheapest kind of dusting material over it, talcum powder 
and so forth. 

This fellow, after years of trying this, that and the other 
thing, put some rubber on a tin plate and held it over the 
stove and found out that it got tough and didn’t stretch 
any more. 

That was the beginning of an entire new industry, the 
rubber industry, which today is one of the fundamental 
things that has made our industry a success—rubber, alloy 
steels, and petroleum products. 

Go back any place you want to, read the history of the 
industry, and you will be surprised to find the difficulties 
in getting the new things started. That is the part that 
isn’t understood and that is the part that we need to under- 
stand better. Whether the thing that is holding it back is 
taxes, whether it is legislation, or what it is, 1 know that 
there is enough common sense in this country that it can be 
removed as soon as it becomes plain just what it is. 

If we have that removed, then I am not worried about 
unemployment; I am not worried about the excess of money 
in the banks; I am not worried about the millions of tons 
of excess material. We can use them in many different 
ways. 

The great trouble with educated people is that they want 
to be the boss. If you are going to solve a problem success- 
fully, you have to let the job be the boss. You set the experi- 
ment and you abide by what it says. 

I said, several years ago to the officials of the British 
Broadcasting Company, “Do you think that you are going 
to have any difficulty sending pictures across the ocean?” 

They said, “My goodness, you can’t do that. We can 
show you the mathematical limitations on that.” 

“But,” I said, “how do you account for the boy up at 
Nova Scotia that takes photographs of the pictures that you 
send here once in awhile?” 

They said, “We know about that, but he can only do 
that when the conditions are very bad.” 

If we have a very bad magnetic storm, they can get them 
over to Nova Scotia. Perhaps we are standing on our heads 
when we are looking at that thing, because when conditions 
are very, very perfect, we can get sixty miles, and when 
they are very bad, we can get three thousand. 

There is nothing new about that. A great many develop- 
ments have been made by turning about. But you have got 
to experiment. You have to try and try and try, and then 
as I say, the Lord gets tired and sees you miss it all the 
time and he trips you up and you stumble on it. And then 
you work it out mathematically afterwards as a rule. 

I was telling Mr. Knudsen that one time and he said, 
“That is a good story, but you ought to tell the boys that 
you never stumble sitting down,” which I think is true. 
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You can’t take a new industry and tell what it is going 
to be. You can’t plan it very far ahead because you don’t 
know. 

Today you can send a telephone message any place. 
Eighty per cent of all the telephones are connected to every 
other telephone in the world. The overseas service is inter- 
rupted right now, but ordinarily you can get anybody that 
you want. That is an amazing thing in itself because only 
a few years ago, we had the transcontinental telephone for 
the first time. Then the radio came along. Nobody could 
predict at all this wonderful communication. 

I believe you have got to do the obvious thing, the com- 
monsense thing, and let the thing grow and let it develop. 
But you have got to start these things in the way that you 
can start them and trust at least a little bit to luck to help 
you out. 

I had a funny thing happen here one day on Fifth 
Avenue. I went into a book store and I picked up a little 
book on popular science. A young fellow came up to me and 
showed me some books. He didn’t know me and he said, 
“Don’t you think they have gone entirely too far on inven- 
tions? Don’t you think there ought to be a law prohibiting 
inventions ?” 

I said I hadn’t thought of it at all. “What makes you 
think they ought to have a law to stop inventions?” I asked. 

He said, “The social stresses are too great with the mod- 
ern inventions that we get.” 

I said, “What particular things strain you? What one?” 

He said, “For instance, great institutions have a lot of 
inventions and they are holding them back. You never know 
when they are going to let them go on you.” 

“For instance, what?” I asked. 

He said, “Diesel engines. The only reason they won't 
put these on the market is because the oil companies won’t 
let them, because they will reduce the amount of oil that 
is used.” 

I said, “Did you ever see a Diesel engine?” 

He said, “No, I haven’t.” 

I said, “Does that put a strain on you?” 

He said, “Well, they might let a thing like that go at any 
time and it might upset some of my plans.” 

I -aid, “Have you got a warehouse here?” 

He said, “Sure.” 

I said, “Which would you sooner do, take down the tele- 
phone and ask for them, or walk down to the warehouse and 
get them? Which would be the least social strain?” 

He said he would rather use the telephone. 

I said, “You can take that same telephone and you can 
call Cambridge University in England and in almost the 
same time, you will get it. Now you are going to find out 
where the strain is. You haven’t got anything that’s worth 
saying to Cambridge University. That’s where the diffi- 
culty is.” 

It seems to me that, in all of this confusion, we lose this 
one elementary thing, and that is that it doesn’t make any 
difference what kind of a future you are going to have, you 
can’t keep from getting into it. Tomorrow is going to be 
tomorrow, and you have got to go along with it or jump off 
the bridge, or something like that, which isn’t nice. 

But here is the thing that you can write down as a 
fundamental principle: It doesn’t make any difference what 
kind of a future it is; there are still certain things that are 
going to count. In other words, I think an individual is 
very much like an institution of any kind. He has physical 
abilities. He has his bricks and mortar, and there is still a 
good demand for them. 

We have a fellow in Detroit by the name of Joe Louis, 





called the Brown Bomber, and I will guarantee a half mil- 
lion dollars to any one of you fellows that he can go into 
the ring with you for a short time and then will be count- 
ing ten over you. 

I can get you a number of jobs from ten to thirty-five 
thousand dollars a year if you will just take a bali and 
throw it over a plate so it won’t be where the fellow who 
has the bat thinks it is. So that there is still great demand 
for physical equipment. 

You have your mental equipment. It is a question of 
whether you can think straight or not think straight. You 
have your spiritual and moral equipment, which was men- 
tioned here, which has got to be A-1 right straight through. 

It doesn’t matter what kind of a future you are going 
to get into, those fundamental equipments count. You can 
make the best of the physical equipment you have. It doesn’t 
make any difference whether you are tall or fat or thick or 
short. There is some best way in which you can utilize 
that to nearly a hundred per cent. 

The same thing is true of your thinking, the same thing 
is true of all your other equipment. No matter what the 
future is going to be, men of intelligence and men of ability 
are going to be the men who have the best chance. 

It seems to me that is a fundamental that we overlook 
sometimes. We think somebody can do something for us, 
and others can do things for us just in proportion as they 
help those particular facilities and abilities that we have. 

We have a great many young people come to work for 
us in the research laboratories, and there are two shocks 
they get. If they can get over those, they will be very, very 
good. You see, research work is quite different from pro- 
duction work. We say all the research organization is a 
group of professional amateurs. We are amateurs in that 
we are doing the thing for the first time, and that is all an 
amateur is. No amateur ever does a very good first job. 

We are professional in the respect that we know we are 
going to have a lot of trouble, but we don’t let that worry us. 

When a young man comes into our organization and he 
sees the silly little foolish things we are working on, he 
cannot believe that it is possible. For instance, we don’t 
even know why our hands get warm when we rub them 
together. Well, a fellow says, “That’s foolish.” 

I say, “What do you think makes your hands warm 
when you rub them together?” 

He says, “It’s friction.” 

I say, “Now, what is friction?” 

Well, we argue for a half-hour and then we finally agree 
that friction is the thing that makes your hands warm when 
you rub them together. 

A great many of the things that we know for sure are 
just Greek and Latin words that mean exactly the same 
thing. 

I had some men in my office once and they said, “Why 
do you worry about a lot of these things? What is one of 
the things that is worrying you the most?” 

I said, ‘““Why can you see through a pane of glass?” 

The fellow said, “My heavens, that is simple. That is 
because it is transparent.” 

Then we looked in Mr. Webster’s dictionary, and Mr. 
Webster said a thing is transparent if you can see through it. 

I said, “You don’t know any more about that than I do.” 

We are working on a little thing at Antioch College 
called chlorophyl. That means why grass is green. We don’t 
know why it is green. The only good answer I ever got was 
from a fellow who takes care of a golf course in Arizona. 
He said, “I don’t know what makes grass green in your 
country but out here it is just water.” 
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Chlorophyl is just the Greek for green leaf, and we don’t 
know any more about it in Greek than in English. But it 
is one of the most important things for us to know because 
that little thing of how the leaf of a plant is able to make 
up our food is the reason we are all here. 

There are a million things I don’t know. I have pre- 
pared a list of twenty-five things I would like to know. 
That list might have been twenty-five thousand, because we 
know so little about anything today. That is the reason 
why we can’t keep from going ahead. That is the reason 
why I can’t help but be an optimist. 

I think we spend too much time looking into the past. 
The past is history, it has been done, it has been written. 
It is perfectly definite. 

| think we ought to turn around and turn our back on 
the past and look into the future and go ahead with the 
idea that We are just as smart now as we have ever been. 
You can’t make me believe that the human family that was 
able to think itself out of the caves of middle Europe is 


ever going to go back. We are not going back, and you 
young men are going to be the ones that are going to 
broaden this thing out. 

I am not worried about where you are going to get the 
money. Where did we get the money to build New York 
City? We dug it out of the ground. All that money is, is 
the barter checks for man hours and pounds of material that 
have been converted into useful things for mankind. 

There is a lot of rock in New York State yet. You can 
build another New York. But somebody has to have it in 
mind, it has got to be of use to people. 

So just get the idea that the world isn’t finished, that 
we haven’t started, that as long as we have the desire to go 
ahead, we shall go ahead. 

Never in the history of the world have we had such tech- 
nical ability as we have today, and the only thing we need 
is the optimism and the belief and the imagination, and we 
can make this anything we want. We can write our own 
ticket for the future. 


The World Situation 


WE FACE A STATE OF THINGS MOST GRAVE 
By DR. PAUL VAN ZEELAND, Former Prime Minister of Belgium 


Delivered before the Chamber of Commerce of the 


HE difference between the atmosphere in Europe and 
that which one finds here in the United States is 
most striking. I am struck by it every time I cross 
the Atlantic. There, impoverishment and increasing hard- 
ships of life show themselves in every way. Here, one truly 
finds another world. The ease of the material life, the 
liberty of spirit, the security of the home, and the conviction 
that one continues to progress steadily along the paths of 
civilization, all this strikes you the minute you land, in a 
wave of sentiments, made up of satisfaction, regret and 
envy. 

Yet, America also has its problems. At a conference of 
businessmen meeting under the auspices of the International 
Chamber of Commerce, I don’t imagine anyone will con- 
tradict me if I recall once again that no country, no matter 
how large, can believe itself safe from disorder, if disorder 
should spread out over the rest of the world. The shadow 
of war finds the oceans no barriers; it reaches the two hemi- 
spheres. At this point, I should enter into my subject and 
talk to you, under an effort towards objectivity and im- 
partiality, of some of the inevitable consequences of the war, 
in the period which will follow the future peace treaty. But 
at the very moment of beginning, I feel a sort of hesitation. 
As we are talking here, in the security of “America the 
lucky,” mass slaughter goes on over there; horrors follow, 
day after day. Men fall, are drowned, shed their blood. 
Small countries cave in under the boot of the invader. The 
Norwegians renew the combat of David and Goliath. While 
the belligerents struggle in the battle, is this the moment 
to think of the difficulties of the after-the-war? Should not 
all efforts be consecrated to winning the war? 

Also, it does not rest on us to assure the triumph of right 
and to regain “peace with justice.” But we, who have had 
up to now the good fortune to stay out of the turmoil, we 
too have our tasks to perform. 

The problems which the war presents are problems which 
themselves directly concern all mankind. It is indifferent 
to nobody to know which is the concept of all life that will 
win; what will become tomorrow of our ideal of peace and 
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liberty, of justice, of respect for the given word,—of this 
ideal which demands that every nation, small or great, enjoy 
equally its place under the sun. Impartiality does not consist 
in putting on the same plane the good and the bad; but, 
rather, in acknowledging the right where it is found and 
proclaiming it; in distinguishing the wrong where it is and 
condemning it. 

The hardships of those who fight do not leave our heart 
cold. For my part, I cannot keep calm, when I think of 
Norway, and I am constantly recalling the parallel between 
its fate and the fate of my country under the invasion of 
1914. 

But war is only made in order to obtain peace. There is 
no victory if the ensuing peace does not satisfy the desire 
of those who sacrificed themselves to get it. It is in the 
period which follows the war that the efforts of the heros 
show fruit or are wasted and lost. That is why we must, 
from this point on, think of that period. In trying to pre- 
pare the way for a better world, we serve the same ideal, 
to which so many are ready to offer, at this very moment, 
the supreme sacrifice. 

Without forgetting either the war or those who are suffer- 
ing from it, let us therefore try to pass and see beyond the 
struggle. 


I. THe Post War Crisis 


Whatever its horrors; no matter what its length,—short 
or long,—a day will come when the war will have come 
to an end. 

On that day, mankind will find itself faced with a for- 
midable series of problems. 

Their number and their weight will depend, for a large 
part, upon the result of the war—that is to say, which side 
is victorious—and which peace treaty will result. 

But I want to put this aspect of the problem carefully 
aside. It is too early to discuss it, even in the most general 
way. In any way, those who will have fought, will have 
paid a price big enough to have the right to make peace them- 
selves. 
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But once the peace is made, there will be problems which 
will present themselves before the entire world, no matter 
what type the treaty itself will be, even if, as I hope, it con- 
forms to our most noble aspirations. 


A. The Problems 


1. Firstly, we will find ourselves once again confronted 
with the problems that presented themselves before the war 
and which we had not solved,—problems which concern the 
development of a civilization becoming every day more com- 
plex. They will not have disappeared with the war, be- 
cause war never solves basic problems. The only difference 
is that they will be probably more acute and more urgent. 

They resulted from the deep contradiction into which 
our civilization felt itself being driven. 

For one thing the world found itself growing smaller and 
smaller; distances decreased every day in value or signifi- 
cance; technical progress increased the range of markets, the 
dispersal of products and the importance of the basic raw 
materials. 

On the other hand, there was a constant growth of 
nationalism, as much economical as political, of partitioning 
the world in all realms—political, economic, moral or emo- 
tional. 

One arrived as a result at an impasse where man de- 
stroyed with one hand what he had built with the other. 

The present war in its far-reaching causes is perhaps the 
tragic fruit of this profound contradiction too long tolerated. 

2. But these fundamental problems will be joined by those 
which are the outcome of the war itself. They will have to 
reintegrate into the cadres of the productive economy, the 
millions of soldiers who will be demobilized. ‘Thousands 
and perhaps hundreds of thousands of young people on whom 
the war will have marked its dangerous imprint shall have 
to be readapted socially and economically. Plants used for 
war purposes will have to be transformed so as to produce 
again useful economic goods. 


B. The Depth of the Crisis 


It would be a great mistake to try to deceive oneself as 
regards the extent of the crisis of general readaptation which 
the end of the war will bring about. All great shocks that 
impress themselves upon mankind call for reaction. The one 
which followed the war of 1914 was so profound, that our 
civilization is still shaking from it. The present war is the 
outcome of our incapacity to recover our equilibrium, so 
dangerously upset by this reaction. 

But one hears expressed currently in Europe the most 
pessimistic views on the future of the world, of capitalism, 
and of our civilization. “If this war prolongs itself and if 
its destructive forces go further, Europe will be ruined, 
and whoever is the victor will become the prey of a devas- 
tating communism.” That is the prophecy which one finds 
on many lips. 

To my mind, this is false. I do not mean that this will not 
happen. It might happen. Anything is possible in a time 
of chaos. But, it is not true that Europe, and behind Europe, 
the civilized world, will find itself in front of an insur- 
mountable wall, condemned to suffer passively the worst. 

The truth is that at the end of the war, just as at any 
great moment, we will hold our destiny in our own hands; 
it will be up to us to decide what it will be. 

There is no doubt that under any condition the crisis will 
be grave. This will be more so, the longer the war, the 
murder, and the destruction, both moral and material, go 
on. 
Without doubt, the world after the war will in no way 
resemble that which it was before the war. The war will 








not be a parenthesis after which all will go again as before. 
The profound adaptations which will be inevitable will 
not be made without recourse to radical methods. 

But what does all that mean? 

Only one thing actually counts: Will humanity succeed 
in reestablishing a new equilibrium on a stable basis? Will 
it be able to insure a better life to people? That is the 
question. 

I do not know the answer. But this much I do know: It 
is, that it depends on us whether the future will be favorable 
or not. 


C. The Character of the Crisis; The Choice between Good 
and Bad 

In brief, at the end of the war, mankind will find itself 
once again at the cross-roads; upon the choice that will 
be taken will rest the future of mankind for better or for 
worse, for a long time. 

I say: for “better” as well as for “worse!” in spite of 
everything! 

Of course, there will be an abyss to overcome! 

Already after only a few months of war, the signs of 
impoverishment, of emaciation, and of recession, are visible 
all over Europe. 

But there is a new fact in the world: It is the extraordi- 
nary advance that has been made in the past few decades 
in the technique of production. Human genius has so well 
improved his grip on material things that if men could use 
to the full, in peace and order, the present possibilities for 
producing wealth, the result would be extraordinary. 

I would remind you of an example after the previous 
war: Even in the most affected countries such as Belgium, 
France or England, after a few years the level of material 
wealth had equalled and passed that of 1914. 

Of course, the importance of the necessary effort will be 
proportionate to the extent of the distraction. It is well 
evident that if the war in its destructive folly destroys the 
system of production itself, in the large belligerent countries, 
nation reconstruction will be even more loaded down, and 
the danger of the intermediate period made greater. But 
even in putting things in a pessimistic light, the effort of 
reconstruction, if it is well directed, cannot fail to erase 
the worst scars in a limited number of years. 

The whole question, therefore, is how this effort of re- 
construction will be made. 


II. THE Economic RECONSTRUCTION AFTER THE WAR 


Nobody in the present confusion and in the face of such 
formidable problems would dare venturing to plan a pro- 
gram in details. 

But the size and difficulty of the problem is one more 
reason to study it with care and without delay. 

The International Chamber of Commerce understands 
that. The businessmen who make its ranks are aware that 
in the solution of such a problem lies the kern of our future, 
—its threats as well as its hopes. 

And I beg to be allowed to take this occasion to under- 
line the fact that it will suffice for the International Chamber 
of Commerce to remain faithful to the economic policy 
which it has followed for many years, in order to find, step 
by step, the elements for a comprehensive solution of the 
economic problems of the post-war period. 

A. Policy of Economic Expansion 

I shall limit myself to select a few points of general 
bearing. 

1. Common sense shows that the policy to adopt is a 


policy of expansion; the purpose of which is to bring about 
the augmentation of production. 
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There will be, in fact, an enormous hole to fill in. One 
will have to reconstitute stocks, renew machines, rebuild 
bridges and houses, re-equip factories. It will be some 
time before they will talk again of over-production. 

2. However, it is not enough to produce. One must pro- 
duce wisely, and produce in an ordered way. There is never 
general over-production. There is often a congestion of 
production in one or another particular domain. At the end 
of the cycle of intermediate exchanges, one always pays for 
one product with another product. One must organize pro- 
duction in the particular field, so as to establish equilibrium 
between them; goods must be produced in such a way that 
every product finds another product to be exchanged with. 

So, it would not be enough just to increase production; 
it will be necessary to organize that effort towards increased 
production, so as to avoid stalling of the engine! 

3. All the experience acquired between the two wars 
allows us to affirm that such an effort can only succeed if 
made not only on the national plan, but also on the inter- 
national one. In other words, to reach its objective, this 
effort must bring about a thorough reorganization of inter- 
national economic relations. 


B. The Overcoming of Obstacles in the Circulation of 
Wealth 

Here we find again the traditional policy which the In- 
ternational Chamber of Commerce has rightly followed for 
fears. 

: The first care must be to suppress or abate artificial ob- 
stacles which hamper the circulation of wealth,—of goods, 
capital, and men. 

All methods which lead towards such an end are useful 
and should be retained. Amongst them I will only point out 
one,—because of its merits; it is the policy of reduction of 
tariffs by reciprocal trade agreements,—the very policy 
which bears the print of the Secretary of State, Mr. Cor- 
dell Hull. 

But, on the whole, let us be careful. We find ourselves 
facing a state of things more grave than it would at first 
appear: this policy of free exchanges is supported, in theory, 
by the greater majority of the people concerned; but de- 
spite this theoretical support and thousands of platonic pious 
wishes, it has for years only recessed instead of progressed ; 
why is it so? Because it meets and crosses complex inter- 
ests, profound needs, new problems, and opposing forces, 
which it would be useless to pretend to ignore. Such needs 
must be met; such forces must be made useful. 

One must, therefore, adopt a policy which goes further 
than simply suppressing obstacles to international trade. 
Moreover, even if tomorrow, by the wave of a magician’s 
wand, complete freedom of exchange in all fields would be 
granted to the world, the difficulty would only have started. 
How could one use this liberty? How could one prevent 
its abuse? How could one use these refound opportunities? 
How could one control these liberated forces? And how 
could one preserve equilibrium and order between the ele- 
ments of production? 

It is not at all sufficient to extol in a general and theoret- 
ical way the return to past conditions. The real work con- 
sists in redoing, step by step, the elements of economic 
reorganization, and in searching there, in the light of our 
recent experience, positive solutions of a practical character. 


C. Practical Reorganization 

When one comes across those whose duty it is to prepare 
for the future, one is struck by the change in the frame of 
mind which the war has brought about; they are ready to 
accept any solution, even the most radical, provided it looks 
effective. 


1. The idea of creating in the world vast economic groups, 
which would unite in complementary and solid blocks na- 
tional economies up to now separated by absurd customs 
frontiers, is a forceful idea; it is impressing an increasing 
number of people; it is becoming familiar! 

There are already some accomplished facts: The inti- 
mate union between the French and British Empires is one 
whose importance could become paramount in the future 
evolution of world economy. No doubt, this union has been 
brought about by the war and for the war. But many 
people desire its continuation and work for it. On the other 
hand, let us not underestimate the power of inertia. Many 
interests have already adapted themselves to the new situa- 
tion. On all sides one hears talk of the possibility of making 
out of this double united economic empire the core of a new 
and powerful world regrouping. 

No matter what the case may be, one thing is evident: 
The idea of creating groups vaster than the national econ- 
omies of the present day is getting current. Inside such 
groups, the exchange of goods and-capital will obviously be 
done with increasing freedom, a definite advantage for all 
those concerned. 

2. No matter how important this may be, it is only one 
stage! The economy of tomorrow will be much more an 
international economy than that of yesterday. The problem 
could not be solved if the newly constituted groups would 
fall, once again, into the same errors of isolation and oppo- 
sition between each other. The state that must follow,— 
greatly eased by the preceding one but just as necessary,— 
will consist of coordinating and organizing economic rela- 
tion between the groups themselves, throughout the world. 

The same rules, the same difficulties, the same aspira- 
tions, and the same needs, will mark this most general plan 
just as well as the intermediate ones, only on a higher scale. 


III. THe ANALysIS OF CERTAIN PoINTs 


I will limit myself here to a few particular points out of 
the whole problem. 


A. The Circulation of Capital 


Free circulation of capital is one of the essential factors 
of a healthy international economic life. Excess capital in 
wealthy markets should go to revivify the poorer ones. Such 
a transfer is in the common interest of he who loans and of 
he who borrows. Obviously the movement must operate in 
both directions. This can only be done under ordered con- 
dition if loans are related to corresponding transfers of goods. 

Moreover, these movements of capital will only take place 
if monetary conditions are themselves clear-cut and well 
regulated. 

The restoration of an international monetary unit func- 
tioning with sufficient flexibility is one of the essential prob- 
lems to solve. 

The danger of inflation, the race for monetary deprecia- 
tion, might reappear, with all the symptoms of misery and 
disorder. How can it be prevented? 

Personally, I have confidence in gold. I am convinced, 
that, unless great and unforeseeable mistakes should be 
made, gold will maintain its value. But in order to function 
properly as an international standard, gold must be distrib- 
uted sufficiently widely. 

I have no definite solution to offer; but it seems evident 
that one could not at the same time ‘pretend to keep gold 
as an international standard and concentrate it in one corner 
of the globe. 

Of the many new aspects in the international monetary 
situation, I will only discuss one briefly. 

The union between the French and British empires ex- 
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tends to money. As the two national monetary units are 
exchanged indefinitely for each other at a fixed rate, through 
the two banks of issue, they do in fact form one true unit. 
If one takes into account the extent of these two empires, 
the number and the volume of the raw material which they 
produce or control, one can see that the influence of this 
double-money is, or could easily become, a determining fac- 
tor in the fixing of prices of several of the great commodities 
enjoying a world market. It is not impossible to imagine 
circumstances in which this double-money could be more 
stable than gold itself. If this were so in fact, it would 
influence the eventual conditions in which gold could be 
redistributed. If this redistribution were done through 
loans, then these loans might have to be made under better 
conditions for the borrower! 

This is only one of the numerous hypotheses that should 
be examined. I don’t wish to draw any other conclusion 
than the following: The problem confronts us; one can’t 
suppress it by pretending to ignore it; the better one studies 
it, the greater are the chances of finding a just solution. 


B. Movements of People; Migrations 


There is another aspect of the vast problem of interna- 
tional economic reorganization. Maybe this one is not as 
direct as the preceding; nevertheless it seems to me to be 
connected with the others and I think its solution is a nec- 
essary element towards the success of the whole. * am 
speaking of the migration problem as a whole. 

The spirit of freedom and expansion should not be lim- 
ited to goods and capital; it should extend also to move- 
ments of people, of population. 

The problem is complex and just as old as the world. 
But many of its component parts are new. For the first time 
in its history, the world is “legally” occupied; there is no 
longer any “frontier” in the American sense of the word; 
there is no longer any absolutely free territory where 
pioneers, persecuted, adventurers, unsatisfied, could go and 
build themselves, just by conquering nature, a home, a life, 
a land. 

For centuries, profound reasons, social, economic, polit- 
ical or moral, have forced men to emigrate; all these factors 
will always exist. They have in recent years adopted new 
forms of special rudeness and cruelty; these, we hope, will 
soon disappear; but the problem itself will not. 

We must therefore find new methods for the organiza- 
tion of these inevitable migrations, methods which should 
serve both interests of the immigrants and those of the 
countries of immigration. 

This is not impossible; to the contrary! Of course, there 
are series of problems that present themselves,—some polit- 
ical, other technical,—such as agricultural methods and 
health conditions—and also financial. But all are capable 
of a solution, if there is the will to do so. 

Here are two observations, which show how and why the 
interests of both sides can be reconciled. 

The movements of populations have a direct influence 
upon any national economy. A number of economic phe- 
nomena change as a result of any increase, decrease or 
stabilization of the population of a country; the aging of 
a population can have grave consequences on the capacity 
of production and on the charges of a given community. 

Home economics are based, in their functioning, upon the 
idea of continuous expansion; such communities could not, 
without injury or damage, be adapted to a new trend, espe- 
cially to a stagnation or receding of the population. In 
economies of this type, it seems to me that a stopping of the 
growth of population might be one of the indirect but most 
profound causes of the growth of unemployment. 





Whatever the case may be, a great effort toward economic 
expansion and increase in wealth does not go hand in hand 
with a decreasing population. 

In itself—and all other factors remaining unchanged,—an 
increase of population is an enriching factor. This was 
never more true than today, when technical progress has so 
greatly increased our means of producing wealth. 

One can, I believe, lay down this rule, that when a 
country which is not over-peopled,—and ‘“‘over-peopled” is 
always a relative expression,—opens its doors to properly 
selected immigrants, capable of work, with a high moral 
character, and the necessary capital, this country enriches 
itself! Such an immigration is not a liability, but an asset 
to the community. 

And when these immigrants form new communities, thus 
vitalizing a land that was previously unoccupied, it is an 
obvious enrichment for the country that has taken them in; 
but, moreover, at the same time a new market will have been 
created, which means, one more factor towards the mainte- 
nance and development of an active and prosperous inter- 
national economy. 

Such is one more step in the right direction! 


C. Capitalism and the Raising of the Standard of Living 
of the Masses 


So you see how naturally we are brought back to the 
general conditions underlying the future international eco- 
nomic reconstruction. 

Capitalism is a regime of movement. It is incompatible 
with stagnation; it would die from it! This is its nobility 
and the very condition of its existence: to live, capitalism 
must go on producing, creating new markets, increasing 
useful wealth, raising the standard of living of the masses. 
Between the essentials of capitalism and the interest of the 
masses, not only is there no opposition, but a complete, nec- 
essary and total liaison. 

The question of the regime itself has often been put in 
recent years; it will come up again, without doubt, under 
the shadow of greater difficulties. But it seems to me that 
the failures suffered by the other alternative regimes are 
reinforcing its position. The communist experience in Rus- 
sia has pushed that country, despite tense and cruel efforts, 
into an impasse, a dead end, economic and social as well as 
political; an impasse which becomes day by day more nar- 
row. One has the impression that its leaders, lost in their 
contradictions, do not know how to get out of it! 

But to look ahead, to maintain its equilibrium in progress- 
ing, the capitalistic regime must return to certain essential 
notions, whose vision sometimes seems to have been lost. 

A regime in its essential principles and conditions should 
not be assimilated to some temporary forms which it has 
adopted in certain periods of its evolution. Capitalism in 
1830 did not at all resemble that of 1870, and similarly, 
that of 1870 was no longer the same in 1914. Strong and 
active regimes renew themselves. They fear neither the 
fights nor the storms. They accept challenges in order to 
overcome difficulties and to begin a new era. 

The entrepreneur must take risks. He must remain a 
pioneer. If he fails to do so, or to do it often enough, fast 
enough or well enough, then he will be beaten and others 
will take his place. This place may be less well-occupied 
perhaps, but, sure, it won’t be left open! 

The regime must renew itself by audacity and initiative; 
it must triumph over all obstacles, no matter what they 
are: the most just of reasons and the best of explanations do 
never turn a defeat into a victory! Capitalism should reap- 
pear again before the eyes of all social classes as the sup- 
porter of a big forward move. To that the regime must 
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demonstrate, in fact, thanks to the greatness of results ac- 
tually and effectively obtained, the value of its methods and 
principles. 

So it is absolutely necessary that tomorrow’s economic 
policy be more than ever directed towards the raising of 
the standard of life of the masses. With that end in view, 
we must find the ways to create and open new markets. 
We must, in due course, bring back into the circle of active 
economic life, the great human masses who are waiting in 
other continents, such as Asia. 

We must build up new communities, where those who no 
longer feel at ease with the old, can find another chance to 
raise their standards, and in doing so, contribute to others’ 
progress. 

In speaking like that, I know very well that I am pro- 
posing purposes to be attained, rather than methods for 
reaching them. But these means are not so difficult to dis- 
cover. The 19th century learned how to find them despite 
thousands of obstacles. 

The obstacles of tomorrow are no doubt different from 
those of yesterday, but they will be no more insurmountable 
-if we really will it. 


D. Great Public Works and International Companies 


Tentative plans have already been drawn up. Men of 
good-will are, at this very moment, establishing new com- 
munities to resettle European refugees. It is only a modest 
beginning but altogether a step in the right direction. 

International organizations such as the L.O.N., the 
I.C.C., and the I.L.O., are among many others, themselves 
- active in studying the possible solutions. 

From among hundreds of constructive ideas let me remind 
you of one, by way of example, since it was you, yourselves, 
who brought it to light at the Copenhagen Congress just 
before the war. 

We should start, once again, throughout the world, the 
creation of great public works, ports, lines of communica- 
tions, draining and irrigation schemes—works whose great- 
ness could rival those of the past century, such as the Suez 
or Panama Canals. To carry this out, big companies of 
an international character should be formed; they should 
have at their disposal large amounts of capital; in fact, as 
much as it should appear necessary; and they should be 
assured of getting the full collaboration of public authori- 
ties, while, of course, the necessary precautions should be 
taken in order to keep their activity within the bounds of 
public service. 

Such a suggestion, which was, in my opinion, just and 
useful, when it was expressed in Copenhagen, is gaining 
more weight and importance when we think of the post-war 
period. 

Many difficulties related to the redistribution of capital— 
and raw materials might find, in the creation and function- 
ing of such big international companies conceived as semi- 
public organizations, a practical and effective solution. 

But this, of course, is only one possibility among thou- 
sands of others. These all would probably spring forth and 
mature rapidly, if general conditions, brought about by wise 
and sound economic policy, would appear as favorable to eco- 
nomic progress. 

CONCLUSIONS 


There are the general observations | wanted to make 
before you tonight. 

Let me try to draw a conclusion out of it, in summarizing 
the position. 

It seems highly probable that at the end of the war, man- 
kind will be confronted with heavy and grave problems of 
readaptation. Social movements are likely to occur. They 





form the usual reaction to the horrors and strain of the war. 
The masses who have been the witnesses and the artisans 
of an immense collective effort directed towards the pro- 
duction of arms, could not understand and would not admit 
that a similar effort be not attempted towards the produc- 
tion of goods economically useful, which means towards an 
improvement in their standard of living. 

A formidable economic problem will present itself in 
order to meet the demobilization of millions of men; in order 
to divert economic production from war to peace aims. 

The true and only remedy to social difficulties, consists 
in meeting their cause and so satisfying the legitimate aspi- 
rations of peoples towards a better living in all fields. 

At the same time, by creating material conditions for this 
better life; by increasing wealth to be distributed; by ex- 
tending to new races the possibilities of material progress; 
by creating new centers of development and civilization; just 
by such action will capitalism find again the better chances 
of keeping its balance in moving. 

If this is so, the end of the war will not only bring to us 
a serious crisis, a grave danger, but also maybe, a great op- 
portunity. If we fall short of our duties, maybe we will 
enter a period of chaos and recession; but if we can raise 
ourselves up to the task which circumstances will present 
to us, then we might begin an era of renewed progress, in 
which the exceptional discoveries in the technique of the 
production will finally produce their full effects, for the 
benefit of millions of human beings. 

No doubt, every great step, economic or social, in the 
field of international action, requires as a preliminary con- 
dition, a strong reorganization of political relations, a reor- 
ganization which would assure us for a long period the re- 
quired minimum of peace and stability. 

Altogether, political, economical and social factors are 
today, more than ever, so closely connected in fact, that it 
would be useless to try to exert an influence upon one with- 
out intervening with the other. 

But if it is true that economics depend on politics, it is 
also absolutely true that the success of any attempt towards 
economic reconstruction will depend in the highest measure 
on the attitude which business leaders themselves will adopt. 
So you see how far your own responsibility will be directly 
engaged in the outcome of the war. 

After all, don’t you think that it is a real comfort in 
the darkness of anxiety of this period, to think that in spite 
of everything, men continue to be the masters of their des- 
tinies ? 

America has been built by men who have never accepted 
the thought of despair, who have never admitted fatalism, 
who have never doubted the power of the will. The result 
lies today before our eyes as one of the big achievements of 
human energy. 

The greatness of the ‘United States, their wealth, the 
importance of their interests all over the world, their pre- 
ponderance in all the fields of the technique, all this leads 
to the conclusion that their role in the coming reorganiza- 
tion of the economic world after the war will be of the 
highest, and maybe of a decisive, importance. Their collabo- 
ration will be required as much by their own interest as by 
the preoccupation of collaborating to the recovery of others. 

May the Americans of today face the tasks of tomorrow 
with the same unyielding assurance over fate as their ances- 
tors did; this is the best method to force destiny to be favor- 
able, in spite of everything. 

If it is so, our children will be allowed to enjoy a world 
which will have found again with peace and material prog- 
ress, not only the “‘joie de vivre,” but also the meaning and 
the care for the highest spiritual destinies of man. 
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the Law Library at my old Alma Mater, the University 
of Wisconsin, and to speak to you tonight on “Liberty, 
Law and the War.” 

Civilization, in its development from the cave man to the 
present day, has contributed to mankind no more priceless 
benefits than Liberty under Law—the only kind of freedom 
that remains secure rather than destroys itself through its 
own excesses. Law under our system is Ordered Liberty. 
It is Liberty under Law which assures us freedom to wor- 
ship God as conscience dictates, security in our lives and in 
our homes, freedom to think, speak, write or act in a con- 
scious effort to mold conditions of life under which we and 
our children wish to live. Blest is that government or peo- 
ple which has this citadel of freedom, for tyranny begins 
where law ends. 

During my stay in Europe I saw the stark tragedy of men 
and women who have been denied these protections. Liberty 
under Law takes on a very vital significance when you see 
men tried and condemned to die because of the lack of these 
privileges. Concentration camps, secret police, forced emigra- 
tion of peoples, mass starvation, economic, industrial, finan- 
cial and journalistic slavery, where the State is master of 
men and men exist only for the State, and those small groups 
that control the State—these among other things are condi- 
tions which make the liberties which we enjoy the envy of 
millions of people in the world. 


[: is a great pleasure to be here for the dedication of 


Wor.tp Forces AND THEIR EFFECT oN Us 


All peoples have the right to determine their own political 
and national ideology and policy. That is their own business, 
respectively, and none of our affair. But it is our vital duty 
to see, know and understand the forces which are at work 
in the world and to guard jealously our own beliefs and 
our own institutions, that the kind of life which we think is 
worth living shall be preserved. 

The fact is that the world has reached a most critical 
stage in the crisis which confronts a threatened civilization. 
It is a fact that in many parts of this earth absolutist political 
creeds, ready to crush all opposition without pity or remorse, 
are doing battle against our concepts of law and liberty. 
Our constitutional system under which individual rights 
- are guaranteed is the mother of our economic, social and 
political life. We citizens of the United States cannot con- 
ceive of living in a society in which rights of the individual, 
which are the essence of our ideas of religion and life itself, 
can be systematically denied in the name of a State or a Party 
or a Race. It shocks our sense. of justice and right that the 
moral unity of international society should be shattered by 
wars—declared and undeclared—in which both primitive 
and progressive peaceful nations, who desire only to be left 
alone, should be subjected to force, intrigue, sabotage and 
invasion. 

We, here, are innocent bystanders in what may be the 
greatest war ever waged. All about us there exist now and 
are developing further, tremendous upheavals in religious, 
social and political concepts. It is intelligent and wise that 
we should assess these facts and the impact which these 





forces might have upon our life—upon the well-being of our 
farmers, businessmen, manufacturers, wage-earners, our 
churches, and possibly even upon the form of government 
which we cherish. 


Errect oF War ConpirTIONS 


It would be manifestly improper for me to discuss political 
or military aspects of, or to take sides in, this military con- 
flict. Our Government is maintaining a strict neutrality. It 
is entirely proper, however, that we should study and discuss 
some of the possible effects which are threatening or may 
threaten our country. Due to Providence, we are secure 
from any possibility of armed invasion. We can and will 
protect ourselves and will maintain the security and freedom 
of this hemisphere against outside intervention. Under the 
leadership of the President, the Government of the United 
States is taking far-reaching naval and military precautions 
to guarantee that security. Protection from the indirect 
consequences of this war on world economy and upon our 
own life, however, is more difficult. 
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ates and friends. The 
word is the tool through which 
the great men of history have in- 
fluenced people. The man who 
can speak effectively is a leader. 
One glaring error in English 
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your friends. One bad sentence 
may stop you from getting that 
job or that order. 
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There is not a dull page in Better English. Every article is 
designed to help you. Would you risk one dollar on the chance of 
bettering your position in life? Becoming a speaker means becom- 
ing a Business and Social leader. Better English brings the most 
prominent teachers of English into your home. Single copies are 
twenty-five cents at newsstands. Better yet, send ONE DOLLAR 
for a five months’ trial subscription. 


Address: Better English, Dept. V, 570 Seventh Ave., New York 









ic ae 


512 


Vital Speeches of the Day 





FiscAL REPERCUSSIONS 


Even though the war were to be settled tomorrow, forces 
already exist which will have far-reaching effects upon us. 
I need not recall that the artificial skyrocketing of farm 
prices and farm values in 1914 and thereafter left disastrous 
results here, from which we still suffer today. The business 
boom which may be created here by this war will have its 
accompanying disastrous reaction unless we exercise the 
highest quality of wisdom. 

A prolongation of the war, on the other hand, will inevi- 
tably create even more devastating forces in the world. Each 
year, entirely apart from the human life and values being 
destroyed, the belligerent nations are spending for non-pro- 
ductive purposes—for destructive purposes—an amount of 
goods and effort costing more than the total gold supply of 
the world. Whether this war, therefore, results in an “all 
out victory” for either side, with a peace imposed by the 
will of the conqueror, or whether it results in a stalemate, 
the effect upon the daily lives of our people will be enormous. 
It will be a new world in which we will live and elements 
that may be beyond our control will influence the life and 
the political thought of our children and their children. 

No man can foretell now what the outcome of this war 
will be. An accident might determine the result. But for 
the rain that fell on the fields of Waterloo the night before 
the battle, the history of Europe might have been different. 

Even though no foreign military plane, warship, or soldier 
ever touches our shores, the forces which this struggle has 
unleashed seem sure to affect us vitally. Some of these are 
the new economic alignments now being forged across the 
seas. 

The outlet for our agricultural, mineral and industrial 
products in foreign trade already has been clogged and the 
regular channels of peaceful intercourse between nations have 
been disrupted. 

Hundreds of years of experience has taught mankind that 
the largest volume of trade is induced by having as a basis 
of their monetary systems a medium of exchange which is 
convenient, small in compass, reasonably stable in supply and 
universally acceptable. The best medium which civilization 
has found through this experience has been gold. It is the 
use of this system and this metal which has facilitated the 
growth of trade and increased its velocity many-fold over the 
primitive methods of barter. This system brought attendant 
greater prosperity, higher standards of living and better 
conditions of living to the peoples of the earth. That system 
has now been challenged as obsolete over a large part of 
the world by a so-called “new and scientific” system of barter 
and exchange where the medium is not gold, or a currency 
based upon gold, but which involved the highly controlled 
and restricted barter of commodities induced by necessity, 
force or fear. 


PouiTicaAL, EcoNoMIC AND INDUSTRIAL EFFECTS 


Our greatest foreign market and the greatest foreign mar- 
ket of all the Americas is Europe. Nearly forty per cent of 
Brazil’s coffee crop alone is sold in Europe; about four-fifths 
of Argentina’s meat and hides are sold in Europe; nearly 
half of our agricultural products and more than half of our 
non-agricultural products are sold in Europe. With Europe 
denuded of gold, this great market might possibly be tempo- 
rarily excluded from American goods except on the terms 
which the buyers would impose ; to wit, on a basis of exchange 
of commodities in such quantities and of such character as 
the buyer would desire. Such a situation might involve seri- 
ous dependence of the Americans upon European control, 


or the alternative of finding other markets, which do not 
exist, in order to keep the standard of living of their peoples 
consistent with national well-being. 

European markets for our manufactured goods may be 
lost; South American and other markets now friendly to 
us might be closed by preferential barter; and it is entirely 
possible that we might be faced with a financal and industrial 
crisis compared with which the 1930 depression would rank 
as a period of prosperity. 

The liberal thought of the world cleaves to the hope that 
following this terrible military destruction in Europe, Amer- 
ica will still have the strength and power to help recreate 
our civilization and heal a stricken world. The hope we 
believe will be fulfilled. To safeguard its fulfilment, how- 
ever, we should think the matter through and envisage poten- 
tialities of the situation. We should not overlook the possi- 
bility that these high hopes might be thwarted by the fact 
that we might be relegated to the position of a minority 
stockholder in a going world concern in which we would 
have little to say. 


EFFECT ON SOCIAL AND Po.iticAL CoNnDITIONS 


These are some of the conditions which confront us and 
which might bring us face to face with far-reaching and 
serious effects upon our agricultural, our manufacture and 
the standard of workers’ wage; with an unemployment situ- 
ation on such a scale and social insecurity of such intensity 
that the foundation of our social and political order might 
be shaken. Despair knows no law. The continued existence 
of our individualistic system might possibly be threatened. 

These things I do not say will happen. It is, nevertheless, 
prudent and wise, is it not, that we should appreciate and 
foresee the forces now existing in the world which affect 
us, the consequences of which we and our children might 
have to confront. 

There is, of course, another side of the picture. We should 
not look through a glass too darkly. There are great 
strengths in our people which are inherent in Democracy. 
James Bryce said twenty years ago: 


“No government demands so much from the citizen 
as Democracy and none gives so much back.” 


These conditions which I have suggested to you are now 
being met by American business and by the American Gov- 
ernment. It is innate in the genius of our country to meet 
emergencies and find their solution sanely and practically, 
and, as our President recently said, with our feet on the 
ground. It is essential, however, that the facts should be 
seen and their possible significance understood. 

Thus, in conclusion, I would stress again Liberty and Law 
as the foundation of our life. Our pioneer forebears left 
to us precious values as a heritage which we must guard 
jealously. Whatever the result of the world conflict, our 
form of government must never be translated from a gov- 
ernment of, by and for the people to a government of, by 
and for a dictatorship. Our civil liberties must never be 
abridged to deny us the equal protection of the law, liberty 
to worship God freely as conscience dictates, the right to 
fair trial, against which no writ can ever run, and that 
form of life in which men are not slaves to a State but where 
the State is the servant of mankind, where the dignity of 
the human spirit shall be preserved as the most priceless 
attribute with which God has invested mankind. To de- 
serve these blessings, we must be vigilant in their protection. 

So, my fellow citizens, I recommend that you give these 
few thoughts and suggestions your consideration. This is 
our America. 
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